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INTRODUCTION 


In analysing the most important events and trends 
cently registered in the Latin American economy, the 
resent Economic Survey brings to light the relatively 
wourable evolution of the economic situation in most 
f the countries of the region during 1964. By virtue of 
le improvement in world market prices for primary 
roducts, the real value of exports increased, and this in 
im helped to raise income and consumption levels and 
cilitated internal efforts to expand investment. The 
rocess was also influenced by the high level of ex- 
mal financing in many Latin American countries, 
rgely attributable to foreign financial assistance 
rogrammes. 


These recent changes must be evaluated in the light of 

nger-term trends. The post-war years gave Latin 
merica a brief spell of prosperity and growth, followed 
y a long period of difficulties during which its rate of 
svelopment declined and its relative position in the 
orld economy altered for the worse. From the mid- 
ties onwards, the fall in the prices of Latin America’s 
‘ports and the deterioration of the terms of trade had 
Tious repercussions on the economic development of 
le Tegion. 


Thus, the upward movements noted in recent years 
present a recovery, although whether it will prove 
sting or merely transient is hard to say. The favourable 
ctors that may help to sustain these more hopeful 
ends include a set of economic policy measures which 
atin America has begun to put into effect, and which, 
so far as they are continuously improved upon, should 
romote the increased efficacy of development efforts. 
eserving of special mention are the advances achieved 
the use of planning as an instrument for the definition 
* appropriate development policy objectives and 
easures; the headway made in establishing orders of 
iority for the channelling of public-sector investment; 
© progress of agrarian and tax reforms, although these 
e not yet sufficiently widespread and radical; the 
creasing diffusion of education, health and housing 
tvices; the resolution and energy with which infla- 
onary pressures are being withstood; and the 
ndency—much as yet remains to be done in this 
ynnexion—to lay greater emphasis on income distribu- 
on policy. 

Despite these internal efforts, other knotty problems 
ill subsist that call for vigorous and persevering action 
they are not to have an unfavourable impact on the 
velopment of Latin America. Outstanding among 
ese factors is the foreign trade situation, with its 
stability and lack of dynamism. Notwithstanding the 
imulus represented by the rise in export prices during 
ie past.two years, real income has increased not only 
ore slowly than in the industrialized countries but even 
ss than in the developing countries as a whole. Thus, 
atin America has continued to lose ground as a supplier 
) the developed regions, and the prevailing trends in 
ternational trade policy continue to arouse deep 
yncern as regards their repercussions on the Latin 
merican economies. Moreover, external financing, 
hich in earlier years served to offset the trade decline, 
ibsequently created serious balance-of-payments 


problems in some of the larger countries, owing to the 
insufficient expansion of exports. 


These and other considerations underline the impor- 
tance, from Latin America’s point of view, of the United 
Nations Conference on Trade and Development and the 
agencies thereby created, as instruments for putting into 
practice the rules and principles approved at Geneva. 
To maintain and strengthen the understanding between 
Latin America and the other developing regions, of 
which the seeds were sown on that occasion, likewise 
seems an essential objective, from the standpoint of 
efficaciously protecting world market prices for primary 
commodities and facilitating the expansion of exports of 
intermediate products and manufactured goods to the 
major industrialized centres. 


While the importance of these efforts must not be 
under-rated, the economic integration of Latin America 
is daily becoming a more urgent necessity, as a basic 
means of combating the deficiencies of the present under- 
developed structure of the region’s economy and the 
vicissitudes of foreign trade, as well as on account of 
motivations more deep-rooted than those of a strictly 
economic character. In the last few decades, the Latin 
American countries, mainly because of the weakness of 
their external purchasing power, have been basing their 
industrial development on import substitution. The very 
progress thus achieved has led to recognition of the fact 
that once a certain point is reached, at which the possi- 
bilities for expansion diminish, this process begins to lose 
its efficacy and ceases to generate sufficient driving force, 
while at the same time problems relating to the assimila- 
tion of techniques, high production costs and monopo- 
listic situations are aggravated. Thus, the integration of 
the Latin American markets emerges as an indispensable 
requisite if a satisfactory rate of economic development 
is to be achieved, since it would place at the region’s 
disposal a single broad potential market of two hundred 
and fifty million inhabitants, in which enterprises of 
appropriate economic dimensions could be operated at 
high levels of efficiency and low costs, with adequate 
incentives for the large-scale exploitation of the region’s 
natural resources. 

On the other hand, integration policy will not suffice 
in itself alone, but must go hand-in-hand with energetic 
national development programmes. The incorporation 
of the broad masses of the population into economically 
active life and their participation in the wealth produced; 
the formation of a homogeneous population with a 
satisfactory level of living and equality of access to the 
benefits of civilization; the creation of a modern and 
progressive attitude of mind; these are all objectives 
whose attainment entails substantial economic and 
social reforms. 

It is within the framework of these general considera- 
tions and in the light of these fundamental objectives of 
Latin America’s development policy that an attempt can 
be made to evaluate the recent events reported in the 
present Economic Survey, the prospects for the persistence 
of the upward trends noted of late, and the magnitude of 
the efforts that must be put forth to consolidate the 
progress achieved. 


a 
_ 
4 
7 


: i nyfwe Teel — » 
' w wi vee Te 
eovwt coiga ee 

; eee 


f= ‘as oly ised 


‘jod woeey 


idee “y 


y od Jactet gy 


lenin giveth, amy 

vin @ othe a. 

| at adT wi coca) ptt 

Cn wii seh. F 

va wales py 4 

\ et «: 

ti. me -. 

' , t ifs Oar) Aly al w oe 
7 =! Ly = dt ne 
ener 

‘ vi Hh (Oe a. 

~vle a) oat Sinai 

ie ; reste Ome 


' 


ea ‘ wre c . F € >) horny nea oy 

4 ‘ se 

ty eset Dehra, a en tiemmaal 
ow? (pone cee ier ml kee 


: eae 

* 7 ‘ i) ah a) he ie, me ‘ 

: = i cat - , ™~ iMin wyiees arte ~ , 
. t IP ty tye fear We 


. 
‘a 
: 
u ‘ , | 

7 . o F F : 4 voip ad =, an eipas. 
. del , ¢ i4 xno goad 


> bine ay ec | a Vesx ae: at ys » wy ; } “ oe 
aaiads % . aati ghey oe ay v7 a 


. 
' 


rr jae! 


+e Arm ed ara e) wre £9 
+ Deecre B.- pain A a Wat oe 


Part One 
THE LATIN AMERICAN ECONOMY 1963-64 


Chapter I 


dE EVOLUTION OF THE ECONOMY DURING THE TWO-YEAR PERIOD 1963-64: 
ITS RATE AND DETERMINING FACTORS 


A. PRODUCT AND INCOME TRENDS AND UNDERLYING FACTORS 


1. THE IMPROVEMENT OF THE GROWTH RATE IN 1964 


In most of the Latin American countries, economic 
nditions tended to evolve favourably in 1964. In some, 
> growth rate gathered speed under the increasingly 
namic pressure of factors that were already making 
sir presence felt before that year, while, in others, the 
provement essentially denoted a recovery after the 
onomic weakness or recession of the immediate past. 
svertheless, large areas of Latin America continued to 
ffer from the same sluggish growth or weakness that 
d characterized them in 1963. 

Thanks to the combined effect of favourable external 
nditions and dynamic internal factors, which influenced 
ch country to one extent or another, the growth rate 
celerated in Mexico, Venezuela and Central America, 
d also rose, although less sharply, in Bolivia, Colombia, 
uador and Peru. 


In Argentina, the substantial production increments 
imarily represented a comeback after the depression of 
> two previous years. In Brazil and Uruguay the weak- 
ss of the economy was prolonged by a variety of 
stors, which were also responsible for the very slow 
owth rates in Chile and Paraguay. 
In this far from coherent picture, the improvement in 
> economic situation can be assessed from the variations 
domestic production, consumption and investment 
d the foreign trade figures of the majority of Latin 
nerican countries. 


Domestic production as a whole expanded, in some 
ses fairly rapidly in comparison with the modest rates 
sorded in previous years. Imports were stepped up at 
> same time, which meant that the total amount of real 
sources available for consumption and investment also 
sreased more rapidly than in the past. 


The additional flow of export income and external 
ancing undoubtedly helped the economy to recover 
d develop, but the fact that it stemmed from a rise in 
ices rather than the expansion or diversification of 
ports needs to be borne in mind, because of its impor- 
ice for the mechanics of economic development. More- 
er, external financing added nothing to the purchasing 
wer of countries such as Argentina and Brazil, bur- 
ned as they are by heavy service payments on their 
mulative debts. 


By and large, the situation of external financing im- 
oved in a number of countries in 1964, or at least 


Vote: The analysis made in chapters I and II does not include 
a on Cuba because full information on this country is not 
tainable. The same applies to the tables and figures in the chapters 
icerned. Moreover, the product and income series cannot be 
yught into line with those of the other Latin American countries 
ing to the differences in the concepts by which they are governed. 


became no worse, for the reason that the increase in 
purchasing power deriving from higher prices for exports 
enabled imports to be stepped up without recourse to 
the voluminous and urgent compensatory financing so 
often needed in the past. This statement should not, 
however, be accepted without some qualifying remarks. 
To begin with, several countries were compelled by their 
cumulative debts to maintain or tighten up their policy 
of import control so as to be able to meet their servicing 
commitments abroad; secondly, the improvement that 
took place was not brought about by the establishment 
of the basic conditions necessary for a lasting process of 
growth, as will be made clear later; thirdly, the countries 
that are developing their investments with the aid of 
foreign loans may shortly find themselves confronted by 
even more acute balance-of-payments problems, in com- 
mon with other countries in the same position, unless 
they increase their current export income at an adequate 
pace; fourthly, an analysis of the evolution of external 
financing should take into account the countries’ real 
foreign trade requirements for achieving a satisfactory 
rate of development rather than be confined to a mere 
comparison with the highly unfavourable situation in 
earlier years; lastly, the external financial situation is very 
tense, even critical, in a number of Latin American 
countries, particularly Argentina, Brazil and Uruguay 
despite their slow rates of growth. 


Furthermore, in 1964 Latin America’s internal financial 
imbalance and inflation continued to be much the same 
as before. The countries suffering from chronic or acute 
inflation, which are also those with a particularly slow 
rate of growth, such as Argentina, Chile and Uruguay, 
or that have undergone a marked decline in the last two 
years, such as Brazil, were plunged into a state of inflation 
as bad as or even worse than in 1963. In that year, the 
group was joined by Colombia, but in 1964 its inflation 
tended to come to an end. In the other countries where 
the economic structure is relatively open, there was the 
usual comparatively small increase in 1964; this was, 
however, observed to be larger than in 1963 in a good 
many cases. Bolivia and Peru recorded larger increments, 
but fell far short of equalling the levels prevailing in the 
countries where inflation was strongest. 


These general comments are now followed by an 
assessment of the economic growth rate on the basis of 
provisional estimates of variations in the product and 
real income. The gross domestic product for the region 
as a whole increased by about 5 per cent in 1964; this 
denotes an appreciable improvement in over-all economic 
conditions, which in the two preceding years had been 
greatly deteriorating. The improvement is even more 
marked if the progress of the economy is judged by 
consumption and investment trends. Their aggregate 
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figures under the head of real income show an expansion 
of 5.2 per cent. If the rate of population growth is taken 
into account, the average increment in the per capita 
domestic product and real income in 1964 was therefore 
2.5 and 2.8 per cent respectively (see table 1). 

The growth rate increases sharply if Brazil is excluded 
from the total for the region. The gross product of the 
remaining countries, taken as a group, rose by 7.2 per 
cent, or by 4.2 per cent per capita, the highest growth 
rates recorded in the past fifteen years. 

However, the rate of growth declined so sharply in 1962 
and 1963 that, despite its revival in the following year, 


exerted by the dynamic and limiting factors that ha 
operated on a wide scale in the Latin American countri 


Earlier studies by the secretariat! have stressed t 
significance of the decline in Latin America’s rate 
growth, which has persisted since the beginning of t 
fifties, and has had a notable effect on real income owi 
to the fall in the terms of trade and the rapid growth 
the population. The growth rate of per capita r 
income in Latin America, which was 3 per cent duri 
the early years of the post-war period, was halved 
1.5 per cent during the second half of the fifties. If 1 
economic evolution of the last four years is considet 


Latin America’s average rate of economic growth during in the light of previous trends, it will be seen that, desp 


Table 1. Latin America: Evolution of the gross product and real income, 1950-64 


Latin America (excluding Cuba) Latin America (excluding Cuba and Brazil) 


Year or Millions of dollars Per capita in dollars Millions of dollars Per capita in dollars 
period at 1960 prices Population at 1960 prices at 1960 prices Population at 1960 prices 
(millions) (millions) 
Gross Real Gross Real Gross Real Gross Real 
product income product income product income product income 
1950. 48,469 49,874 150.6 322 331 35,564 36,632 98.5 361 3725 
1955¢ 61,920 62,944 172.8 358 364 44,915 45,765 112.3 400 408 
1960. 77,791 THEN! 199.1 391 391 55,179 55,179 128.8 428 429 
1961. 81,852 81,969 204.9 399 400 57,595 57,743 13255 435 437 
1962. 84,705 84,266 210.7 402 400 59,147 58,820 136.2 434 433 
1963. 86,160 86,070 216.8 397 397 60,242 60,284 140.1 430 430 
1964# 90,797 90,999 223.1 407 408 64,593 64,767 144.1 448 449 
Annual cumulative rates 
1950-55. 5.0 4.8 2.8 22 1.9 4.8 4.6 oF 24 C9 
1955-60 . 4.7 4.3 2.9 NEG) 1.4 4.2 3.8 2.8 1.4 1.0 
1960-64" . 3.9 4.0 2 1.0 1.1 4.0 4.1 2.8 «We Tz 
1961-62 . 3.5 2.8 2.8 0.7 —_ 2.7 1.9 2.8 — —0.9 
1962-63. Na7/ Bal 2.9 2 0.8 1.9 2S, Az) —1.0 —0.5 
1963-64" . 5.4 Sit 29 25 2.8 ee, 74 ALf) 4.2 4.4 


Source: ECLA, on the basis of official statistics. 


the first half of the sixties was only a little more than 1 per 
cent annually. It would be useful to relate the tempo of 
growth during the last few years to the pattern it followed 
in the past, since a comparative analysis of this kind may 
yield information that will help to explain the present 
situation and throw some light on the future course of 
events. 


Figure I, which compares the recent annual rates of 
variation of the product and income with those of the 
fifties, highlights four aspects of economic development 
in the region as a whole: (a) the extent of the improve- 
ment in 1964; (b) the deterioration over the long term; 
(c) the instability of the growth rate; and (d) the influence 
of the external terms of trade on that rate. 

The increase in the domestic product achieved by the 
region as a whole in 1964 (5.4 per cent) is the highest 
annual rate of variation recorded since 1961 and is the 
same as the average for the fifties. Of course, in examin- 
ing this and other aspects of the evolution of the Latin 
American economy, it must be borne in mind that the 
aggregate indexes for the region show a number of 
different rates of variation. Nevertheless, this brief 
general analysis is useful in that it provides a bird’s-eye 
view of the situation and gives some idea of the influence 


4 Provisional figures. 


the upsurge of the economy in 1964, the downw: 
movement was carried over to the sixties, since 
average growth rate of real income in 1960-63 was o 
1 per cent. 


The persistence of this weakness in recent years 
surprising since extensive programmes of financial ¢ 
technical assistance have been put into effect in the La 
American countries, and decisions taken to go ahe 
with institutional reorganization and reform on the bs 
of investment and development plans, programmes 4 
reform measures. However slowly they have been carr 
out, these innovations have undoubtedly played a vi 
part in determining the evolution of the economy fr 
1960 onwards. The figures quoted also raise the quest: 
of whether the rising growth rate in 1964 will lead 
stability and become a permanent feature of the econo 
in Latin America. 


This and other issues will be examined in detail in 
remainder of this chapter, and as part of the individ 


1 The economic development of Latin America in the post- 
period, United Nations publication, Sales No. 64.11.G.6, and 
Economic Survey of Latin America, 1963, United Nations publ 
tion, Sales No. 65.II.G.1. 


THE EVOLUTION OF THE ECONOMY DURING THE TWO-YEAR PERIOD 1963-64 


igure I. Growth rate of gross product and real income, 1950-64 
(Cumulative annual rates in percentages) 
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Figure II. Latin America: Evolution of per capita gross national 
product and real income 
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country studies in chapter II. The over-all analysis under- 
taken here could, however, be usefully rounded off by 
some reflections on the part played by the different 
countries in the deterioration revealed by the aggregate 
indexes, together with some general comments on the 


countries, as depicted in figure II, will show that the rai 
of growth declined in nearly all of them and in son 
cases even became negative in one or more years of tk 
period from 1961 to 1963. Moreover, in a group « 
countries carrying great weight in the regional tota 


Table 2. Latin America: Evolution of the total and per capita gross domestic product and real income, 1955-64 
(Percentage annual rates of growth) 


a 


Total Per capita 
idl a 1955-60 1960-64 1960-61 1961-62 1962-63 1963-64* 1955-60 1960-64 1960-61 1961-62 1962-63 1963-64 
a a a 
Gross domestic product 
Latin America 
(excluding Cuba)P . 4.7 3.9 Sty 3.5 BF (5.4) 1.8 1.0 2.3 0.7 1.3 25 
Argentina P a ey 1.2 60 —34 —5.3 8.2 0.8 —0.6 4.1 —5.1 —6.9 6.2 
Bolivia . . —0.2 5.0 3.4 4.1 6.2 6.3 —2.2 2.6 1.0 1.9 3.8 3.8 
Brazil . : « 25.9 3.8 73} 5.4 1.4 (1.1) 2.8 0.7 4.0 25 =17 7 ais 
Chile. ‘ peas 3.7 85 6.5 1.7 3.1 1.4 1.3 13 41 —0.8 0.8 
Colombia : . 40 4.6 4.9 5.0 3.3 BS 1.1 | 2.0 22 0.3 2.4 
Ecuador : Bee 3.6 2.4 4.5 BD 4.4 £:3 0.4 —1.2 2.0 —0O.1 0.9 
Mexico . ; = Ok 6.2 3.5 5.0 6.3 10.0 2.8 2.8 0.2 1.6 2.9 6.5 
Panama. . Be eH) 7.8 9.2 7.8 8.7 5:5 D5) 5.0 6.4 4.8 St 2.9 
Paraguay : pee! 3.6 Sui 1.6 4.0 Set —0.1 1.1 30 —0.5 1.0 0.5 
Peru. : Bee. ie | 6.4 9.2 7.4 3.7 5.4 24 3:7 6.8 4.3 1.2 23) 
Uruguay . —0.1 0.2 3.0 —22 -—1.0 1.1 13 —1.0 1.7 —3.5 —22 —-O1 
Venezuela. a etsy) 5.4 1.7 6.3 5.9 Ki 25 1.8 —1.7 2.6 22 4.1 
Central America . 43 6.0 4.5 6.3 6.2 (7.0) 1.0 20 | Shu 2.8 3.7 
Costa Rica. 7 Oe 46 —1.6 8.6 6.5 St 13 0.6 —5.7 4.6 2.4 I 
El Salvador . Ae SAY) 8.3 8.4 9.1 5.4 10.3 — 5.1 Suz 5.9 2.2 Tt 
Guatemala . neMis3s 5.4 3.8 2.5 8.2 7.0 2.4 25 09 8 6—0.4 53 4.1 
Honduras P . 48 4.3 6.0 ay 1.9 4.3 1.5 0.8 2.6 1.7 —1.6 0.8 
Nicaragua. WS 73 6.1 10.3 6.6 6.1 —1,2 3.8 2.6 6.8 Si! 2.6 
Real income 
Latin America 
(excluding Cuba)» . 4.3 4.0 5.4 2.8 v2 Sih 1.4 i laa 2.4 — —0.9 2.8 
Argentina ; 5 oe! 1.4 6.1 —42 —42 8.5 0.9 —0.4 41 —5.9 —S5.7 6.7 
Bolivia . . we.0 1 522: 4.5 43 6.6 11.0 —2.1 2.8 2.0 24 43 8.7 
Brazil . ; BS 3.8 TA 5.0 1.3 1.7 25 0.8 4.1 20 16 —12 
Chile. ; esis 3.6 3.4 5.0 2.7 3.4 1.4 a2 1.0 2.6 0.1 1.0 
Colombia ; Sete 4.7 4.5 4.5 3.3 6.4 0.6 1.9 157, i 0.5 3.6 
Ecuador : ay ERS 32 2.1 4.7 4.4 2.8 0.7 — —1.1 1.5 —0.1 1.0 
Mexico . : oa 59) 6.6 41 4.6 7.6 10.3 2.6 3:2, 0.7 12 4.2 6.8 
Panama. : « 45 8.6 10.0 9.5 9.3 5.6 1.8 5.8 2, 6.7 6.5 2.9 
Paraguay é see 4.0 5.8 1.1 4.6 4.4 —1.2 1.5 3.3 —1.4 2.0 1.8 
Peru. F ae RS 6.9 8.8 ed, 5.2 6.2 1.2 4.2 6.1 5.0 2.5 3.5 
Uruguay ; = 0.2 28 —-20 —14 1.6 —1.2 —1.0 16 —3.2 2.6 0.4 
Venezuela. aie4 4.3 2.9 3.4 5.1 5.8 0.9 08 —06 —0.2 1.6 23 
Central America sss 6.2 4.0 6.2 6.0 8.1 _ 2.8 0.7 3.0 2.6 BES, 
Costa Rica. 44 4.5 —3.1 8.6 6.7 6.6 0.3 0.6 —7.2 4.6 2.6 2.6 
El Salvador . oe 18 8.3 19 8.4 4.9 12.2 —1.1 sul 47 52 17 9.0 
Guatemala. . 44 a2 2.8 1.6 7.0 9.4 1.5 23 0.1 —1.3 41 6.4 
Honduras : eer 4k oy | 6.1 hee 23 5.0 0.8 1.6 nda Sede 1.5 
Nicaragua. 7 0.6 8.5 1.9 11.2 Ron iz. —2.9 5.0 4.4 71.7 4.2 S Hi! 


Source: ECLA, on the basis of official statistics. 
® Provisional figures subject to considerable change. 


factors that make for instability in the growth rate. (See 
table 2.) 

Two sets of trends can be distinguished in the deteriora- 
tion that took place during the first half of the sixties if 
the examination is confined to each country’s share in 
that decline. For instance, a second glance at the trends 
of the per capita product and real income in the individual 


> Including estimates for Haiti and the Dominican Republic. 


namely, Argentina, Brazil, Honduras and Uruguay, 
either fell sharply in the last two years or else failed 
revive sufficiently to surpass the per capita levels p1 
vailing at the end of the fifties. In the same two yea 
the growth rate in Chile, Costa Rica and Ecuador w 
also somewhat lower. 


It seems clear, in fact, that the downward tre 
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corded for the region as a whole from 1960 onwards is 
le result of the economic weakness from which a large 
umber of countries suffered at one time or another 
uring those years. This brings up the question of the 
stability of the growth rate, which is apparent from the 
de variations in the annual rate for the region as a 
mole and the even wider variations recorded for many 
idividual countries (see figure II). This means that 
atin America’s economic growth rate is still fluctuating 
olently over the short term, although the progress made 
diversifying the national economies and in developing 
dustry, coupled with the new external financing methods 
id the steps taken to plan development policy, should 
‘Ip to reduce the fluctuations, and, above all, the con- 
actions, which have to be followed by renewed efforts 
exceed the levels reached in former years. Another 
ictor to be reckoned with is the serious effect of the 
»cial tensions created by the conditions in areas such as 
atin America where income is low and there is a great 
eal of structural unemployment. 
As will be seen later, the fact is that the Latin American 
puntries, whether big or small, whether predominantly 
pen or closed in their development structure, continue 
1 be heavily dependent on the fortunes of their external 
jctor. For some, this sector is the mainspring of their 
ynamic force, while, for others, it provides the goods 
iat are essential, represents an additional source of 
pply, or is the key factor in a policy aimed at the 
stablishment of satisfactory and lasting growth. 


This brings up the question of whether the improve- 
1ent in the growth rate in 1964 portends a new and more 
able’ phase of development, or whether it stems from a 
ombination of factors that may well change in a short 
nace of time, as has happened in the past. More will be 
aid on this subject later. 


The other aspect which was singled out as influencing 
1e evolution of the Latin American economy during the 
st few years, and is clearly distinguishable in figures I 
d II, concerns the effect on the growth rate of the 
urse taken by the external terms of trade. The varia- 
ions in the index that measures the ratio of export to 
nport prices are known to affect the process of growth 
1 two ways in particular: their first or immediate effect 
to reduce or increase the domestic product in terms of 
2al income, and their second, or medium-term, effect is 

decrease or expand investment capacity to the eventual 
enefit or detriment of the national income rate. 


Except in one or two cases, the losses deriving from the 
ill in this index had a depressive effect on the rate of 
rowth throughout the fifties, although to a varying 

gree depending on the country concerned. This effect 
ae more widespread up to 1962. It was not until 
ne last two years that the index for the region’s terms of 
rade as a whole began to rise, and it is still far below the 
svels recorded during the post-war period or the early 
fties. This pattern is repeated in each of the Latin 
\merican countries except for Venezuela, where the 
ecline began later and is still going on. 


The immediate impact of these trade losses can be seen 
1 figure I which shows that the growth rate of real 
acome was lower than that of the domestic product. 
Vhile the latter increased at an annual rate of 4.7 per 
ent between 1955 and 1960, real income expanded by 
.3 per cent. In 1962 the rise in the product and in real 


income was 3.5 per cent and 2.8 per cent respectively, the 
result being a drop in the index of average per capita 
income. On the other hand, the growth rate of real 
income was higher than that of domestic product in 1963 
and 1964, thereby raising the per capita average for 1964. 


Thus, during the first few years of the sixties, the growth 
of the product and of real income virtually tallied for the 
first time in the records of five-yearly trends. The im- 
provement in the terms of trade was, in fact, one of the 
determining factors in the favourable turn taken by the 
economy in 1964, and should be given proper importance 
in the attempt to answer the question that has been raised 
about the future stability of the growth rate in Latin 
America. 

The potential impact on real investment capacity of 
the variations in the external terms of trade can be 
gauged by comparing the ensuing gains or losses with 
the domestic product. If the terms of trade in 1950 are 
chosen as the yardstick so that their dynamic force can 
be appreciated in retrospect, the losses suffered by the 
region as a whole will be seen to have amounted to 2.5 
per cent of the domestic product in 1964, despite the rise 
in the index for that year. They were much greater in 
previous years, averaging 3 per cent for the three-year 
period from 1960 to 1962. Nor will they be reduced to 
any appreciable extent if compared with a broader base, 
such as the average price for the five-year period 1950-54. 
This comparison indicates that the external terms of 
trade effect has been instrumental in slowing down the 
economic growth rate and has therefore been one of the 
salient factors underlying the variations in per capita 
income. 


As the average rate of growth recorded during the last 
few years for the region as a whole has thus varied widely 
in both degree and kind, an analysis, albeit brief, should 
be made of the statistics for the individual countries, in 
order to obtain a more complete picture of economic 
development in Latin America. From this analysis it 
emerges that in 1964 real per capita income fell or re- 
mained completely stationary in only two countries, 
namely, Brazil and Uruguay. 


In Brazil, a combination of factors, including acute 
balance-of-payments problems, a decrease in agricultural 
production, and coffee output in particular, domestic 
financial imbalances, unbridled inflation and, finally, a 
sharp fall in investment after a boom, reduced the com- 
paratively high rate of growth that had been recorded 
up to 1961 to such a point that the annual rate of increase 
of the domestic product was less than 2 per cent in the 
two-year period 1963-64. This naturally led to a decline 
in the per capita income index as well. 


Brazil carries a great deal of weight in the aggregate 
figures for the region, since it contains 35 per cent of the 
population and contributes 29 per cent of the total 
product. Consequently, a review of the over-all evolution 
of the other countries with Brazil excluded shows that 
their product and income expanded much more rapidly 
than those of the region as a whole in 1964. The rates 
for the latter were 5.4 and 5.7 per cent respectively, while 
for the group excluding Brazil both rates were in the 
neighbourhood of 7.4 per cent. This expansion contrasts 
very favourably with the meagre achievements of the two 
preceding years, and with the average recorded by the 
group in the fifties. 
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However, the countries which make up Latin America 
should be examined in more detail because of the differ- 
ences in their pattern of evolution. Three groups of 
countries can be distinguished, apart from Brazil where 
the per capita index declined in the last two years. The 
three groups consist of (a) those whose rate of growth 
improved appreciably in 1964; (4) those that tended to 
regain the levels prevailing before a recent stagnation or 
economic recession; and (c) those whose rate of growth 
continued to be relatively slow, although higher produc- 
tion and income levels were achieved. 


The first will consist of Mexico, Peru, Venezuela and, 
in Central America, El Salvador, Guatemala and Nicar- 
agua. Mexico stepped up its rate of growth after a period 
of weakness in 1961, achieving the high level of 10 per 
cent in 1964. Peru, which had enjoyed a steadily increas- 
ing growth rate from 1959 to 1963, saw it decline in that 
year only to pick up again in 1964 (its real income 
increased by over 6 per cent). In Venezuela, the fairly 
long period of contraction that began after 1957 was 
replaced by a steady growth in the last three years and, 
in 1964, the rate of 7.7 per cent was recorded for the 
domestic product. However, this expansion has been 
largely invalidated by the losses which Venezuela, almost 
alone among the Latin American countries, has suffered 
as a result of the continuous decline in its external terms 
of trade. The three Central American countries have 
also increased their rates of growth in the last three years. 
In 1964 the increment in their domestic product ranged 
from 6 to 10 per cent, while real income expanded by as 
much as 8 to 12 per cent thanks to the improvement in 
the terms of trade which are an important factor for 
their economies. 


Argentina and Uruguay fall into the second group of 
countries, although the traits they possess in common 
accompany radical differences of structure and evolution. 
In Argentina, the domestic product expanded by over 
8 per cent in 1964, and the rise in export earnings pushed 
up real income by 8.5 per cent. This increment was, 
however, largely due to a process of economic resurgence, 
since the country had been suffering from a recession in 
the two preceding years. This had sharply reduced its 
domestic product which, after the recovery in 1964, 
averaged much the same as in 1961. Uruguay also 
enjoyed a slight increase which was intensified by the rise 
in export prices, for an over-all increment of approxi- 
mately 1.6 per cent in real income. However, the fact 
that the 1961 level was not regained signifies that the 
general situation continued to be one of stagnation. 


Of the other countries, Colombia, Ecuador, Honduras 
and Panama form one group, in which the domestic 
product expanded by from 4.5 to 5.5 per cent and the 
improvement in the external terms of trade also played 
an influential part since real income rose at a rate of 5.0 
to 7.0 per cent. Contrasting with these are Bolivia and 
Paraguay, where the economy has long been at a stand- 
still although aggregate real income has showed signs of 
improving, particularly in Bolivia during the last two 
years. 


This brief description of the evolution of the economy 
in the different countries, which is more graphically 
illustrated by the product and income curves in figure II, 
confirms the view that, with a few if important exceptions, 
the economic situation of the Latin American countries 


took a turn for the better in 1964. To single out th 
factors that determined this upward trend, together with 
those that kept the rate of growth at a standstill o 
moving downwards in the same year, would be ver 
useful for assessing the future course of the Latin Ameri 
can economy. This will be the major topic dealt witl 
in the first part of this study, the present chapter bein; 
devoted to a broad consideration of the salient factor 
which influenced developments in 1964. 


2. THE TREND OF FINAL DEMAND AND THE FACTORS 
DETERMINING ECONOMIC EVOLUTION IN 1964 


(a) The dynamic factors in domestic and external deman 


The preceding review of Latin America’s economi 
evolution in terms of product and income trends ha 
shown that it differs from one country to another no 
only in tempo but also in kind and implications for th 
development process. In some countries, the rate o 
growth, which had already been satisfactory in 1963 
gained greater momentum in the following year. I 
others, the production and income increments mainh 
signified the economy’s emergence from a state of weak 
ness or recession, and in yet another important group 
the economy continued to be marked by a sluggisl 
growth rate. In the circumstances, it is not easy to pro 
vide a single consistent interpretation of the economi 
process during 1963 and 1964 which would apply to eac! 
of the Latin American countries. However, it is at leas 
possible to single out the key aspects and factors tha 
have had the most general influence on the region. 


Pursuing the analysis along these lines, it must first b 
pointed out that the economic improvement observed i 
1964 in most of the Latin American countries was due t 
two interrelated factors: the increase in export earning 
and the expansion of domestic investment. There wa 
also a third factor—the availability of external financing— 
although this did not act as an additional incentive t 
development in every country, as will be explained later 
Lastly, changing weather conditions helped agricultur 
in some countries while hampering it in others. 


The trend of each of these internal and external factor 
in the region as a whole in 1964 shows that domesti 
investment played a prominent part and was the mos 
dynamic component of final demand, thereby alterin, 
the ratio of domestic to external demand that had pre 
vailed in 1962 and 1963. Total investment underwent ; 
contraction in 1962-63, while the volume of export 
expanded appreciably, reaching an average annual rat 
of over 4 per cent (see table 3). The pattern was reverse 
in 1964, an increment of 9 per cent being recorded fo 
total fixed investment—public and private—while th 
volume of exports rose by only 2 per cent. From th 
standpoint of the region as a whole, the growth of th 
over-all product in 1964 can thus be ascribed in principl 
to the dynamic expansion of domestic investment an 
hence to the factors underlying that expansion. How 
ever, two points must be borne in mind for a prope 
interpretation of the economic process in Latin America 
first, the wide divergence between the movements of th 
domestic and external components of final demand, a 
revealed by the aggregate figures for Latin America 
This was partly due to the behaviour pattern in certaii 
countries that weigh heavily in those figures, since th 
differences become more blurred as the analysis proceed 
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S from country to country. Secondly, the full dynamic 
| es 3 OotNA+ CO 
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i) WATAAM : : 5 ; 
ES Brno a obtained by the Latin American countries from 1963 
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siete : 
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. . . 7 
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ab Moreover, the prices of the primary commodities that 
— form the bulk of Latin America’s exports tended to rise 
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There has been a striking increase in investment in the 
first group of countries, which has a strong incidence on 
the regional figures and is naturally the area where the 
highest increments are recorded for the product and 
income. Of these countries Argentina is outstanding. 
There the progress made by investment is chiefly attribu- 
table to the building up of inventories in the livestock 
sector, since much of the production growth achieved 
by Argentina after its economic recession derived from 
the fact that its installed capacity began to be used to the 
full instead of being largely allowed to lie idle as in the 
past. 


Investment activities also made rapid headway in the 
countries with a relatively open economy, but, as is 
typical of the development structure of such countries, 
were matched or even outpaced by the growth in the real 
value of exports, which provided the main dynamic 
stimulus with the aid of capital from abroad. 


In the present analysis, investment and exports have 
been considered separately, but are not, of course, inde- 
pendent factors in the economic process. In the Latin 
American countries, in particular, investment depends to 
a great extent on the evolution of different components 
of the external sector. On the one hand, export income 
stimulates domestic demand in general and development 
loans have a direct effect on public investment and major 
private investment projects. On the other, the total 
external purchasing power built up by the different 
countries from current foreign exchange income, capital 
movements and direct investment determines their 
level of imports, which then go to swell the domestic 
resources available for increasing real consumption and 
investment. 


International financial assistance has evidently played 
an important part in expanding investment. Its influence 
is less strongly marked in the aggregate figures for the 
net inflow of autonomous capital since two countries, 
Argentina and Brazil, have had to make such heavy 
amortization and other service payments in the last two 
years on the large external debts they had contracted 
earlier that their net capital receipts were seriously 
reduced and, in the case of Argentina, turned into an 
outflow. Venezuela also records a net outflow owing to 
petroleum disinvestment and private transfers abroad. 
But the capital movements to the other countries as a 
whole have either increased appreciably or maintained a 
fairly high level, at least in net terms. 


Hence, during the last two years, the inflow of capital 
into those countries has acted as a stimulus to the upward 
trend already taken by export income thanks to larger 
sales or higher market prices, whereas in the past its 
effect had been invalidated by the decline in the external 
terms of trade. 


The fact that Latin America’s hitherto unfavourable 
accounts with the rest of the world have taken a turn for 
the better has enabled the region to import more and 
thus to cover a certain proportion of over-all demand. 
Its volume of purchases rose by over 7 per cent in 
aggregate terms, and even larger increments were recorded 
by the countries with a more open economy. This brings 
the analysis to another vital fact for the Latin American 
economy. Up to 1964 there had been a decline in the 
ratio of imports to the domestic product but in that year 


it began to improve. The import substitution process ha 
been mainly responsible for that decline, but some r 
sponsibility must also lie with the stringent restriction 
that limited the possibilities of growth. The rise in th 
ratio in 1964 denoted an increase in supplies, whic 
helped to intensify the growth rate of the domesti 
product without slowing down the industrialization pre 
cess; this, on the contrary, achieved a much higher rat 
than in the past. These, then, are the salient aspect 
characterizing the trend of final demand in 1964, and th 
key factors underlying the growth rates of the produc 
and income. 


It would be useful to continue this analysis, even | 
rather summarily, on the basis of the statistical dat 
available, since they will bring out more clearly th 
differences in the behaviour patterns of the differer 
countries. To begin with, a glance should be taken at th 
region as a whole. The real value of its exports of good 
and services climbed by 5 per cent, largely as a result ¢ 
the improvement in its external terms of trade, since th 
volume of exports was only 2 per cent more than in 196: 
The net inflow of autonomous capital increased to i 
1961 level. With no further inroads on compensatot 
financing, imports were stepped up 7 per cent. Tot 
investment in its turn rose by 11 per cent. Thanks to th 
interplay of these factors, an increment of 5.4 per cer 
took place in the domestic product, and the rise i 
export prices led to an improvement of 5.9 per cet 
in real income. Hence, total consumption climbe 
5 per cent. 


In the group of countries that does not includ 
Argentina, Brazil and Venezuela, the external secte 
evidently played a more dynamic part in their geners 
evolution, as the following figures indicate. The re: 
value of exports climbed at the brisk pace of 11 per cen 
thanks to an increase in sales abroad and better terms ¢ 
trade. This dynamic trend was strengthened by th 
expansion of 17 per cent which is estimated to have take 
place in the net autonomous capital inflow, mostly ¢ 
a result of the high figure for Mexico. This group « 
countries was therefore able to step up its imports b 
14 per cent without drawing on its monetary reserve 
and probably without making any further calls on con 
pensatory funds. Domestic investment increased sut 
stantially—by 14 per cent—while the product rose 6. 
per cent, a figure exceeded by that of real income wit 
an increment of 7.3 per cent. As a result consumptio 
improved upon its 1963 level by 6.3 per cent. 


Mexico has a particularly marked influence on th 
totals. If it is excluded from the total, together wit 
Argentina, Brazil and Venezuela, the figures for tt 
remaining countries are as follows. There was a 13.6 pt 
cent expansion in the real value of exports which had a 
equally favourable effect on the volume of exports an 
the terms of trade. The net autonomous capital inflo 
dropped from 600 million dollars to approximately 45 
million. Notwithstanding this fact, an 11 percent increas 
in imports of goods and services was registered. Domest! 
investment expanded by 12 per cent, the product by 4. 
per cent and real income even more than the product (t 
5.4 per cent). Total consumption in this group of slow! 
developing countries, in which the figures for Chile an 
Uruguay carry particular weight, was stepped up t 
nearly 4 per cent. 
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b) The evolution of the investment coefficient and the 
share of the public and private sectors 


Total investment in the region as a whole increased 
ore rapidly than the domestic product in 1964. The 
soefficient for the ratio of these variables to one another 
‘ose to 17.1 per cent, after dropping to 16.2 per cent in 
1963 (see table 4). Despite this improvement, the invest- 
ent coefficient is still comparatively low. The ratio used 
io be higher in Latin America, and will have to increase 
ppreciably in a short space of time if the basic conditions 
‘or satisfactory and lasting growth are to be established. 


The movement of this coefficient has naturally varied 
‘rom one country to another. Where the rate of growth 
das been stepped up there has been a similar rise in the 


As regards the share of public and private investment 
in total capital formation, it should be explained to begin 
with that the figures are a little ambiguous, since these 
variables are not clearly distinguished in national 
accounts. Private investment is often taken to include 
the investment of publicly owned enterprises or services, 
while public investment is assumed to refer to govern- 
ment activities. During the last few years, public invest- 
ment in the region as a whole has tended to expand more 
swiftly than private investment. It also used to exceed 
it in the past, but in a situation in which gross capital 
formation as well as product and income trends generally 
were weak. The increased dynamism of public invest- 
ment has thus acted to a certain extent as a compensatory 
force. In fact, the aggregate regional figures show that in 


Table 4. Latin America: Real income, investment, consumption and external sector 
(Percentage of the gross domestic product) 


Yi 1 es Consumption ae ore. Terms External Imports of 
ear or Rea . : External net goods 
period income Total yet esi - Total Public Private oe oe sae Financing pane 
Total Public Private services vices, 
1955 101.7 lgicel 17.0 4.7 23 82.9 OFT (ey A ST —1.8 +0.7 11.7 
1960 100.0 18.1 17.0 3.3 IN Ge/ 81.7 10.3 71.4 11.2 — =1.6 +1.4 11.0 
1961 100.1 17:9 16.6 Su 11.5 82.1 10.2 71.9 10.9 +0.1 == i105) Spl 10.9 
1962 99.5 17.1 16.2 4.9 13 82.0 10.0 77.0 ile) —0.5 1.7 +1.3 10.6 
1963 99.9 16.2 15.0 4.9 10.1 82.2 10.2 ined 11.8 —0.1 =1.6 +0.2 10.2 
1964 100.2 17.1 15:5 Su 10.4 81.8 11.4 = Se) +0.6 10.3 


Source: ECLA, on the basis of official statistics, and International Monetary Fund (IMF) publications. 


investment coefficient. In Mexico, fixed investment con- 
stituted 15.7 per cent of the product, which is the highest 
ratio recorded since 1960. A similar trend has been 
observed in Venezuela in the last two years, where the 
coefficient has been 17.3 per cent, although this is still 
much lower than the figure achieved in the second half 
of the fifties owing to heavy petroleum and public invest- 
ment. Although the relative importance of public invest- 
ment has declined, the economic policy applied by 
Venezuela has tailored the allocation of resources to the 
requirements of the new dynamic areas. A sharp recovery 
was made by the total investment coefficient in the 
Central American countries (from 12.6 per cent in 1960 
to 15 per cent in 1964), which thus came close to the level 
prevailing before the decline that took place in these 
countries’ rate of growth. Lastly, in Peru, the ratio has 
been increasing steadily throughout the last few years 
in line with the intensive expansion of exports. The 
coefficient is provisionally estimated to have been 23.6 
per cent in 1964 as against 19.2 in 1960. 

There were much lower increments or none at all in 
the countries in which the rate of growth increased less 
than in those just reviewed. However, provisional figures 
indicate that a slight improvement took place in the 
coefficient in Ecuador and Paraguay. In Argentina, the 
ratio of 20.7 recorded for fixed investment in 1963 was 
maintained during the following year. However, if in- 
ventories in the livestock sector are taken into account 
the ratio increases appreciably. By contrast, in Brazil 
the total investment coefficient probably either decreased 
or remained at the same low level as in 1963. 


1955-60 public investment grew at an annual rate of 7.1 
per cent, whereas the rate for private investment—includ- 
ing residential building—was only 3.7 per cent. After 
1960, the tempo slowed down, but activities in the public 
sector continued to progress at the rate of 3.2 per cent, 
whereas those of the private sector underwent a far- 
reaching contraction in 1963, their average for 1960-64 
being far lower (see again table 3). 


The decline of private investment in 1963, as shown 
by the regional figures as a whole, is attributable 
to the reductions that took place in Argentina, Brazil, 
Chile, Colombia and Uruguay, since in many of 
the other countries, particularly Central America, 
private investment maintained or improved upon its 
1962 level. 


In 1964 public investment increased by 11.5 per cent 
and private investment by 8.2 per cent. Over the whole 
of the last ten years, however, the share of public invest- 
ment in gross fixed capital formation has increased, as a 
result of the pattern of growth described above, from 
28 per cent in 1955 to 33 per cent in 1964. 


According to the preliminary figures available, the 
increase in public investment in 1964 was substantial in 
Bolivia, Chile, Colombia, Mexico, Peru, Venezuela and 
most of the Central American countries, but merely 
represented a recovery after an earlier contraction in 
Bolivia, Colombia and Venezuela (see table 5). In 
Argentina and Brazil, public investment remained at 
more or less the same level as in 1963, which, in its turn, 
was much lower than that of 1960-61. 
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Table 5. Latin America: Coefficients of total fixed investment and of public and private investment 
(Percentage of gross domestic product) 
fa oe ewe es 


Country and region 1955-59 1960-64 1960 1961 1962 1963 1964* 

Latin America : 
Total 5 j 16.8 16.1 17.0 16.6 16.2 15.0 15.7 : 
Public F : Sy. 5.1 Se) Sel 4.9 4.9 Dez, 

Private z ilu i/ 11.0 17 11.5 11.3 10.1 10.5 : 

Argentina 
Total : , 18.1 Dee 23.2 23.9 24.3 20.9 20.9 
Public : é 35 4.6 5.1 5.0 4.4 4.4 4.1 
Private 14.6 18.1 18.1 18.9 19.9 16.5 16.7 

Brazil 
Total : : 14.2 13.1» 14.9 13.8 12.9 AM 
Public ‘ : 4.6 5.0 Si) Sye) Syst 4.2 
Private . . 9.6 8.1 9.2 8.5 7.8 6.9 

Chile 
Total ;: ‘ 9.7 12.1 10.3 12.9 12.6 12.6 
Public : : 4.1 Hei! 6.6 6.5 7.5 diel 
Private . “ 5.6 5.0 sui 6.4 5.1 4.9 

Colombia 
Total 5 5 19.7 17.8 18.3 18.8 18.1 16.4 
Public : 5 4.0 5D) 31 3.9 3.8 3.1 
Private . ; 15.7 14.5 15.2 14.9 14.3 13.3 

Mexico 
Total s 3 16.3 14.7 14.9 14.5 13.8 14.6 157, 

Public : ‘ 8.4 6.5 5.5 6.3 6.0 2 73 
Private . : 7.9 8.2 9.4 8.2 7.8 7.4 8.4 

Peru 
Total : ao OATES 21.8 19.2 20.7 225 22.6 23.6 
Public . ‘ 4.3 4.0 2.0 2.9 4.2 4.7 By 
Privates: 3 17.5 17.8 7.2 17.8 18.3 17.8 17.9 

Venezuela 
Total ; Bena 16.7 18.9 15.8 153 16.1 17.3 
Public : : ile Ie 72 Se 8.3 5.8 4.6 4.8 5:2 
Private . : 13.3 11.0 10.6 10.0 10.7 ths 12.1 

Central America 
Total Z ‘ 15:59 13.0 12.6 11.3 12 1355 15.0 
Public 4 : 3.8 a2 3.1 3.0 3.2 3:2) SiS 
Private . : iG 9.8 9.5 8.3 9.0 10.3 11.5 


Source: ECLA, on the basis of official statistics. b 1960-63. 


4 Provisional figures. 


3. RECENT EVOLUTION OF THE ECONOMIC GROWTH RATE 


In previous issues of the Economic Survey of Latin 
America, and in various other ECLA documents, there 
have been many analyses of the economic and social 
factors and other circumstances that have restricted 
development in the Latin American countries. It is useful 
to refer here to these studies in connexion with the 
question raised earlier as to the possible significance of 
the rise in the growth rate in 1964 in relation to Latin 
America’s recent development. The limiting factors 
and circumstances concerned can be classified in four 
groups. 

First, there are the general factors that affect the 
efficiency of the economic and social system and are 


reflected in a lack of social mobility and an extremely 
unequal distribution of property and income; these 
factors, in turn, result in many countries in a rigid social 
structure, low standards of living and education, and 
inadequate mobilization of the manpower potential. 


Secondly, there are factors relating to economic policy 
and the size of the market. Thus the lack of sufficient 
competition, which is an essential component of the 
system of free enterprise, results in monopolistic situa- 
tions and restrictive practices that in the long run lead to 
over-concentration of property, unsuitable allocation of 
resources, under-utilization of production capacity and 
increased costs. At the same time the small size of the 
domestic markets, which may not be a serious obstacle 
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: the first stages of industrial development, precludes 
e introduction of modern techniques and the benefits 
f economies of scale, and offers no incentive to invest- 
vent in the dynamic sectors, especially in the small 
puntries. 

Thirdly, there are limiting factors of a more specifically 
Sonomic nature, including the rural economy’s failure 
) expand and its relative backwardness, especially in 

oduction for domestic consumption, and the shortage 

funds in the public sector resulting from inefficient 

x systems and the absence of suitable financial institu- 
‘ons and machinery in many countries. This lack of 
nachinery hampers infrastructure investment and thus 
duces the incentive that such investment can give the 
rivate sector to invest in productive activities. In 
ddition, mention must be made of the domestic financial 
nd monetary instability in many countries which are 
efiected in runaway inflation and have harmful effects 
in the allocation of resources and the creation of savings, 
ind lead in the end to the destruction of the conditions 
equired for economic growth. 


_ Fourthly, there are the limiting factors relating to the 
xternal sector. They are due to the low level of exports, 

e deterioration in the terms of trade, and in many 
countries to the heavy burden represented by the financial 
ervicing of investment and external debt. These factors 
re also aggravated by the absence of an effective policy 
f international financial co-operation and the Latin 
merican countries’ lack of the bargaining power that 
vould enable them to obtain satisfactory terms from the 

dustrial countries in their trade and financial relations. 


These various economic and social problems, and the 
nore specifically economic drawbacks, combine with the 
ll effects of the squeeze in the external sector to slow down 
levelopment and make the economic growth rate highly 
instable. All these factors interact in such a way that it 
s difficult to deal with any one of them without tackling 
he others. Thus, for example, the removal of the domestic 
»bstacles would make it possible to improve external 
-onditions, but without an increase in the flexibility and 
7olume of economic and financial transactions with the 
est of the world little progress can be made with reforms 
ind general development programmes. 


Before any evaluation can be made of whether the 
‘;conomic improvement in most of the Latin American 
-ountries in 1964 indicates that a more satisfactory stage 
f growth has been attained, a specific study is needed 
»f how and in what degree these various aspects of the 
‘xisting economic and social structure in Latin America 
ire unchanged or developing in a way that will establish 
he basic conditions for the development aimed at. Also 
equired is an examination of the evolution of the 
economic and financial factors in the internal and exter- 
ial sectors, to establish how far they are hampering or 
‘ncouraging development. This is not the place fora 
tudy of such scope, and consequently attention will be 
-onfined here to identifying the basic factors underlying 
his improvement and the conditions that have governed 
he recent development of those factors. 


A rather general survey of what has happened in Latin 
America in the last few years indicates that the situation 
1as improved with respect to many of the limiting factors 
isted above: (a) progress in planning, despite the lack of 
machinery and the consequent difficulties of practical 


application, has permitted a more specific knowledge of 
the problems of development and an analysis of the 
various possible uses of resources; there has been some 
improvement in the level of political decisions and the 
allocation of resources, and new methods of external aid 
and co-operation are emerging; (b) there have been 
analyses and preliminary decisions in the field of such 
basic institutional reforms as land reform, the construc- 
tion of improved systems of taxation and the reorganiza- 
tion of the public administration; (c) the first indications 
can be detected of a more understanding approach in 
foreign and international circles towards the problems of 
development; (d) progress has been made in regional 
integration, intra-regional trade has increased, and there 
is a strong movement in support of increasing it 
further. 


Nevertheless, progress has been slow in all these basic 
aspects, and there is strong resistance to changes of the 
far-reaching nature demanded by development. And it 
must be added that there are other important areas, apart 
from those listed above, where little or no progress has 
been made: (a) there has been no clear definition of 
integrated policies on income redistribution in relation 
to more rapid economic growth; (6) countries are still 
pursuing excessive protectionist policies, and regional 
integration programmes are not advancing as fast as 
they could; (c) in planning there are still serious difficulties 
in identifying and preparing specific projects, and this 
limits the capacity to absorb investment and prolongs the 
period for which external loans are needed; (d) the rural 
economy continues to stagnate, and this has a highly 
detrimental effect on the supply of products for domestic 
consumption; (e) generally speaking there still persist 
problems of financing in the public sector, monetary 
imbalances and severe inflation; (f) the basic internal 
and external changes needed to increase and diversify 
exports have not yet been introduced, and consequently 
the Latin American countries continue to depend on 
exports of primary commodities. 


As regards the economic growth rate, the behaviour 
of the main components of the external sector appears 
to be the principal cause of the economic improvement 
in most Latin American countries in 1964. However, it 
cannot be concluded that the increase in the product and 
income in 1964 were due only to favourable develop- 
ments in the external sector. What really happened was 
that there was a halt in the persistent decline in real 
income in Latin America resulting from the losses due to 
the deterioration in the terms of trade, and export 
earnings rose; consequently the existing or potential 
dynamic factors within the individual Latin American 
economies were able to operate more effectively and make 
their influence felt more strongly throughout the economy 
as a whole. That is, while on the one hand successive 
increases in export earnings directly stimulated demand, 
on the other, external financing, in many countries, and 
higher import levels set in motion the process that was 
reflected in a marked increase in total investment and in 
industrial output. Similarly, it must be recognized that 
as these first steps in planning and organization, and the 
first decisions and measures in the field of land and tax 
reform, improve general economic conditions, an expan- 
sion in the external sector will permit the economic gains 
to become effective in the form of a rise in production 
and real income. 


One particularly important aspect which is closely 
related to this point is the carrying out of investment 
plans, especially in the public sector. Such plans, even 
when assisted by evaluation and the necessary financing 
from foreign and international financial agencies, can 
only be properly executed and have their full effect on the 
rest of the economy when the latter is not hampered by 
the extremely difficult conditions of external financing 
that prevail in Latin America. 


The next stage in the present study is to examine the 
various factors that govern the development of the 
components of the external sector that produced the 
favourable results of 1964. There were three main 
factors: (a) the increase in the volume of exports, al- 
though this increase did not take place in every country; 
(b) the general improvement in export prices and in the 
terms of trade; and (c) the relatively high levels of 
external financing, although in some countries this did 
not result in any increase of purchasing power. 


In the last few years, although less so in 1964, the 
volume of Latin American exports has followed a rising 
trend, but at the same time there was a persistent deterior- 
ation up to 1962 in the terms of trade, which largely 
nullified the dynamic effects of the increase in external 
demand. However, leaving aside for the moment the 
question of export prices the general improvement in 
external demand can be described as due mainly to three 
factors; (a) the rapid economic growth in the industrial 
countries with which Latin America has the closest trade 
and financial ties; (6) the adverse weather conditions that 
reduced the supply of agricultural products in the coun- 
tries of western Europe and in the centrally planned 
economies; and (c) the general problems (in both groups 
of countries, although for different reasons) that made it 
difficult to carry out agricultural expansion plans within 
the specified periods. 


Thus it is clear that broadly speaking the external 
demand for agricultural products is liable to considerable 
changes, even over the short term, and will tend to decline 
as the permanent or circumstantial factors that have 
operated in recent years weaken or disappear. This 
would happen, for example, if there were a slowing down 
in the high growth rate of the industrial countries, or if 
those countries, in order to solve balance-of-payments 
problems, adopted stabilizing measures that affected their 
imports, as has happened in certain European countries. 
Obviously weather conditions, which have increased 
external demand for agricultural products, may well 
have the effect of contracting it over the short term if 
they improve in the importing countries. But there is 
also another factor that may have a decisive effect in the 
future, that is, the generally slow expansion of the bulk 
of Latin America’s traditional exports, because the de- 
mand for them in the industrial countries rises very slowly 
in relation to the recent growth in income, and because 
the industrial countries are pursuing policies of regional 
tariff protection and preferences, and ambitious produc- 
tion plans, such as those now being applied in western 
Europe and in the centrally planned economies. Con- 
sequently, as western European integration advances, and 
preferences are maintained with other regions, the demand 
for Latin American products will weaken. Furthermore, 
it is recognized that the purchases of wheat by the 
centrally planned economies have been an important 
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element in world trade in that product; thus the deman 
and prices for wheat and other products may vary wide 
according to whether or not there is a prospect thai 
world markets can be expanded. 


With respect to short-term movements it should 
noted that in mid-1964, when the general outlook for 
agricultural production improved, world markets tende 
to steady, the price rise ceased, and the items that becam 
firmer included non-ferrous metals and meat. 


To these elements of external demand must be added 
another factor that helped to explain the general rise in 
world prices of the main Latin American exports. This 
was, in fact, the restrictions on the supply of exports 
from the countries of the region, mainly because o 
disasters and bad weather that reduced agricultural out- 
put. Because of the drop in the volume of exports, the 
price rise was not wholly reflected in an increase in export 
earnings; this applied particularly to Brazil, and to a 
lesser extent to Argentina, and the -increases in the 
exports of some Latin American countries were, as fi 
as some products were concerned, partly at the expen 
of decreases in the exports of others. Consequently, 
when the production outlook improved, the price ris 
halted and in some cases prices began, in the second h 
of 1964, to return to their earlier levels. 


Prices started rising in 1963, mainly for sugar, cocoa, 
wool and certain minerals; the trend then extended to 
coffee and to temperate-zone agricultural products such 
as meat, wool, wheat and maize, and further increased 
in the non-ferrous metals group—copper, lead, zinc and 
tin. But, towards the end of 1964, the price rise was halted 
both for tropical and temperate-zone agricultural pro- 
ducts. There was a sharp fall in the price of sugar, cocoa 
prices also fell, cotton prices remained at a low level, the 
recovery of coffee prices was halted, and the prices o 
wool, wheat and maize also tended to fall. Only metal 
prices continued to rise, while among the agricultural 
products meat prices remained relatively steady, although 
this product continued to be affected by the restrictio 
of supply in Argentina. ’ 


If real export earnings fail to continue expanding, 
either because of the reduction in volume (through the 
decline in supplies from Latin America, or because of a 
slackening in world demand) or because of falling or 
stationary prices, the region’s growth rate will obviously 
tend to weaken. The experience of earlier years will be 
repeated, with the additional drawback that other dyn- 
amic or compensatory sources will not provide the same 
stimuli as in the past. This is because, in some countries 
at least, the servicing of the accumulated external debt 
represents a very heavy burden on the balance of pay- 
ments, foreign exchange reserves are dangerously low, 
and industrialization will be slowed down if the external 
bottleneck continues. It should be noted that in these 
circumstances, if economic growth rates are to be main- 
tained or increased, it is essential to expand export 
earnings even more; it will not suffice to maintain prices 
at the 1964 levels (which, moreover, have since deteri- 
orated), but in addition the volume of exports must be 
increased. 


The other component of the external sector that helped 
to improve economic conditions in Latin America was 
the pattern of external financing. As will be shown in 
subsequent sections, autonomous capital flows resulted 
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a substantial net inflow for many countries, and had a 
‘ect effect on investment levels, as already described, 
ecially in the public sector, through development 
ns. But it is recognized that in time these financial 
verments tend to reach saturation level. Argentina 
d Brazil are examples of economies that have made 
tensive use of external financing and are now faced 
h serious balance-of-payments problems because of 
heavy disbursements due for repayments, amortiza- 
m and other servicing, with the result that the new 
ital inflows do not result in any increase in purchasing 


B. EVOLUTION OF THE EXTERNAL 


{. EVOLUTION OF EXPORTS AND OF THEIR PURCHASING 
POWER 


he quantum of exports of the region as a whole, 
cluding income from the tourist trade, was slightly 
her in 1964 than in 1963. The stagnation revealed by 
2 aggregate figures, however, is far from coinciding 
h the trends followed by exports in the various indivi- 
ial Latin American countries. It is, in fact, mainly 
putable to the contraction that took place in Brazil’s 
ernal sales, and, on a smaller scale, in those of 
-gentina, Ecuador, Guatemala and Haiti. 


All the rest of the Latin American countries increased 
eir exports, some very little, but others to a considerable 
ent. A glance at long-term export trends will show 
t for the region as a whole they rose more and more 
eeply until 1962 (see figure III). Thus, the average 
nual rate of expansion climbed from 3.1 per cent in 
!50-55 to 4.7 per cent in 1955-60, and higher still in 
62 (see table 6). Over 60 per cent of this improvement 
as wiped out, however, by the deterioration in the 
s of trade, so that the purchasing power of the region 
a whole increased in the second half of the fifties only 
an annual rate of 1.8 per cent; and in 1962 the corres- 
nding loss was even greater. In these circumstances, 
ability of the domestic product and internal income 
grow faster than the purchasing power of exports 
ust be ascribed to the intensive use made of external 
1ancing, which was reflected in a substantial degree 
’ indebtedness, with the ensuing balance-of-payments 
percussions; to the import substitution process; and 
the time-honoured import control and restriction 
easures, Nevertheless, as has been pointed out in other 
CLA secretariat reports and studies, the trade losses 
sulting from unfavourable price trends exceeded net 
pital inflows into the Latin American countries under 
1 heads. 


From 1962 onwards this general picture altered a good 
sal. In the first place, the region’s aggregate quantum 
exports increased at a slower rate in 1963 and even 
ore slowly in 1964; secondly, the terms of trade took a 
mm for the better. In 1963 the quantum of exports 
panded by 4.1 per cent and their purchasing power by 
per cent, and in 1964 the latter again rose, this time by 
per cent, despite the fact that only a 2 per cent increase 
aS registered in the volume of sales abroad. Thus, the 
gion as a whole was able to increase its imports signi- 
cantly in 1964, making less use of net external financing 
an it had and enabling the rate of economic growth to 
iprove. 


capacity. Similar problems will face countries that are 
now making use of the dynamic effects of such invest- 
ments and loans, if they do not succeed in increasing 
their current foreign exchange earnings. This repayment 
problem is another factor that may limit the dynamic 
effects of external financing. 

In sum, the above brief analysis shows that only pro- 
found changes in the structure of the external sector, 
accompanied by basic internal reforms, which will have to 
include regional integration, can ensure a higher and more 
stable long-term economic growth rate in Latin America. 


SECTOR AND THE RATE OF GROWTH 


Figure III. Latin America: Evolution of the gross product, real 
income and the external sector 
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Source: ECLA, on the basis of official statistics and International 
Monetary Fund, publications. 


With the exclusion of Venezuela, which strongly in- 
fluences the aggregate figures, and whose external sector 
and growth rate have evolved on somewhat special lines, 
the situation presents the following salient features (see 
figure IV). In 1950-58, the growth rate of the Latin 
American countries’ export quantum (excluding Vene- 
zuela) was remarkably slow, averaging 2.1 per cent per 
annum, and the purchasing power of the exports in 
question deteriorated to a relatively greater extent than 
in the case of the region as a whole, since Venezuela’s 
terms of trade tended to remain at the same level up to 
1955, while those of the other countries continued to 
have an adverse effect. Owing to the combined operation 


18 Part One. THE Latin AMERICAN Econom 


SS eee 


Table 6. Latin America: Evolution of exports of goods and tourist trade, their purchasing power and 
their importance in relation to the gross product 


Exports Quantum of Purchasing power Exports of Purchasing power 
(Total for goods exports of of exports of goods and of exports of 
and tourist goods and goods and tourist trade goods and 
Year trade tourist trade tourist trade tourist trade 
(millions of 
dollars at (Millions, 1960 dollars) (As a percentage of the gross 
current prices)) domestic product) 
1950. : 6,312.8 5,924.2 732972 12.2. 15.1 
1955.- : 7,887.2 6,894.2 7,918.0 11.1 12.8 
1960 . : 8,674.3 8,674.3 8,674.3 11.2 12: 
1961. . 8,928.2 8,944.5 9,061.7 10.9 11.1 
1962. ; 9,385.4 9,746.0 9,306.7 i Pe) 11.0 
1963 . . 9,972.9 10,146.0 10,055.6 11.8 iN EF/ 
1964. 4 10,672.2 10,359.1 10,560.9 11.4 11.6 
Cumulative annual growth rates, by periods 
(Percentages) 

1950-55. 4.5 3u1 1.6 
1955-60 . 19 4.7 1.8 
1960-64 . Sie) 4.5 5.0 
1960-61 . 2.9 SH 4.5 
1961-62 . 5.1 9.0 Pei 
1962-63. 6.3 4.1 8.0 
1963-64 . 7.0 2.1 5.0 


Sources: ECLA, on the basis of official statistics, and International Monetary Fund publications. 


Figure IV. Latin America (excluding Cuba and Venezuela): Evolution of these two factors, the Latin American countries (e 
of the gross product, real income and the external sector cluding Venezuela) witnessed a phase of stagnatio 
CAV Gabe PROREE NGL REMECORE throughout the long interval between 1950 and 1958, an 
Scale. of (Index: 1950 = 100) a decline, during some years of the period, in the re: 
percentage ee . : 
variations Semi-logarithmic scale value of their current export earnings. From 1958 t 
30 1962, the export quantum expanded faster, and, althoug 
the terms of trade continued to deteriorate, this group « 
50 countries succeeded in increasing the total purchasin 
power of its exports. 
In the last two years the improvement in the terms ¢ 
oa trade is somewhat more marked if Venezuela is exclude 
a ee =e ea than if it is included since its economy was still affecte 
Arrears by the downward movements in the prices of petroleut 
n_millions of 1950 dollars) = : 5 
NGtura Wecale and petroleum products and the higher unit value of ii 
7] imports. Consequently, despite the slacker growth rat 
7000 


of the export quantum, the real value of exports in term 
of their purchasing power increased in 1963 by 11 pe 
cent, and again, by 7 per cent, in 1964. This improvemer 
in export earnings facilitated the expansion of import 
in 1964 (by 6.7 per cent), and the acceleration of the rat 
of economic growth, in most of the countries of Lati 
America (excluding Venezuela), whose net aggregate us 
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Monetary Fund publications. countries reveals that only three suffered fairly seriot 
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atractions in their exports in 1964: Brazil (—10 per 
t), Haiti (—20 per cent) and Guatemala (—10 per 
t), mainly as a result of their smaller shipments of 
fee and wool. In three others—Argentina, Bolivia and 
ador—there were slight variations in relation to the 
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power rose by 18 per cent. Chile secured a significant 
expansion of 16 per cent in its real export earnings. Only 
in Ecuador and Panama, within this group of countries, 
did the terms of trade fail to improve, real income 
remaining in line with the increase in exports. 


Table 7. Latin America: Evolution of the volume of exports and their purchasing power, by country 
(Annual cumulative growth rates, in percentages) 


Volume of exports of goods and the tourist trade 


Purchasing power of exports of goods and the tourist trade 


Countr. 
pee 1955-60 1960-64 1961-62 1962-63 1963-64 1955-60 1960-64 1961-62 1962-63 1963-648 

entina . apt 5.1 38.5 —0.4 —2.4 a3 71.8 PRED 1533 2.4 
ivia —6.6 4.0 —0.4 7.6 2.0 —5.3 14.2 1.5 10.2 33.1 
zil : ‘ 3.9 ie —9.3 17.2 —10.4 0.8 1.7 —15.3 ia 0.2 
‘tral America 6.3 9.9 13.4 14.1 4.3 —0.1 tel. 1335 12.9 13.4 
fosta Rica 8.0 6.0 9.4 153 13.3 2.7 6.0 9.7 ley 22.1 
1 Salvador 6.0 13.2 19.9 9.1 8.2 0.1 13.2 16.3 6.9 ES 
suatemala 7.8 8.8 11.0 32.8 —10.1 0.1 74 4.2 26.3 3.8 
{onduras 8.5 5:3 —1.3 —1.2 10.2 4.0 9.7 10.2 u2 BW 
ficaragua ‘ 0.4 18.6 29.1 22.0 11.3 —7A1 IP 32.8 26.3 14.0 
le 3 4 é Div 4.2 12.6 —7.3 12.9 22 3.8 1.8 —1.0 V5e/, 
ombia . ; , 2.9 2.6 4.4 3.8 3.7 —2.3 3.1 —2.2 4.0 17.6 
minican Republic . Tel, —1.9 8.1 —7.8 6.6 42 3.8 21.6 2.1 155; 
ador 74 4.0 9.7 73 —0.2 3.9 1.4 11.0 —1.5 —0.8 
ti 6.5 —5.2 34.3 —13.2 —20.5 12) —1.7 11.0 —2.4 —14.0 
ico 1.4 a5 10.8 2.3 3.8 0.3 9.5 Tsk 13.4 6.9 
ama —0.6 14.3 20.3 13.0 11.4 —4.1 18.2 30.1 16.1 10.2 
aguay 9.2 1.7 —5.7 —7.7 4.7 —1.6 4.9 —10.4 —2.0 16.7 
: 14.6 6.2 6.0 —43 15.5 7.9 10.7 7583 2.6 18.8 
guay —0.9 1.5 —16.3 9.5 35 —0.3 57 —14.5 —5.9 719 
ezuela . ; 6.4 4.2 8.5 3.6 4.5 1.8 0.5 —0.7 0.9 —2.4 
TOTAL 4.7 4.4 9.0 4.1 Pys\ 1.8 Su PT 8.0 5.0 


OURCE: ECLA, on the basis of official statistics. 


93 levels. In the remainder, the quantum of exports 
luding the tourist trade) increased, and in some cases 
a considerable scale, as, for instance, in Peru (16 per 
it), Chile (13 per cent), Costa Rica (13 per cent), 
aragua (10 per cent), Panama (11 per cent), El 
vador (8 per cent) and Honduras (10 per cent) (see 
res V and VI, and tables 6 and 7). 


it was the rise in export prices, however, that was the 
st powerful determinant of real export earnings and 
economic development trends in most of the countries 
der discussion. Venezuela and the Dominican Repub- 
are the two exceptions to the general rule, because 
terms-of-trade effect continued to be unfavourable 
the real prices of Venezuelan petroleum, and because 
‘ar quotations dropped heavily in 1964, after having 
red in 1963. In Venezuela, the volume of exports 
eased by over 3 per cent, but their real value fell by 
proximately 2 per cent, while in the case of the 
hminican Republic the 7 per cent expansion in exports 
s offset, in the calculation of their real value, by the 
| in sugar prices. 
n all the other countries the upward trend of prices 
mpensated decreases and supplemented increases in 
pments, in terms of their external purchasing power. 
izil’s real export earnings, despite the appreciable 
traction in its volume of sales, remained steady. 
2 Central American countries as a whole, with an 
rease of 4 per cent in their export volumes, obtained 
per cent increment in their real income; in Colombia, 
ough exports were only slightly higher, purchasing 


® Provisional estimates. 


2. THE IMPROVEMENT IN THE TERMS OF TRADE 


(a) Movements of international quotations for Latin 
America’s staple export commodities 


Trends in Latin America’s export prices and the corres- 
ponding terms of trade will now be analysed on the basis 
of two statistical indexes. One reflects the movements of 
world market quotations, and the other the evolution of 
the unit values of the Latin American countries’ exports. 
The first index, which is much more sensitive and volatile, 
enables short-term fluctuations to be studied, and the 
second, somewhat more stable inasmuch as it comprises 
a larger number of products, affords a more accurate 
measurement of the influence of prices on Latin America’s 
real export earnings, in accordance with the transactions 
actually effected. Various factors are responsible for 
certain differences in the evolution of the two indexes 
from one period to another. In the first place, world 
market quotations in a given period are generally reflected 
in export values in subsequent periods. Secondly, the 
international quotations registered in the index may 
partly or wholly fail to correspond to the markets in 
which Latin America sells its products; and, thirdly, 
agreements or contracts exist which fix buying and 
selling prices, within more or less broad limits, irrespec- 
tively of world market quotations. Despite these reserva- 
tions, the two indexes naturally show very similar 
fluctuations and trends over the medium and long terms. 


The first step will be to analyse the evolution of 
international quotations, and the second to study 
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Figure V. Latin America: Exports of goods and tourist trade in Figure VI. Latin America: Imports of goods and services and pi 
current values and quantum at 1950 prices chasing power of exports of goods and of the tourist trade 
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Monetary Fund publications. 
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rms-of-trade trends on the basis of the fluctuations in 
e unit values of exports and imports. 


In 1963, the index of world market quotations for 
nventeen of Latin America’s staple export products 
owed an increase of 11.6 per cent over the 1962 level, 
d in 1964 another of 4.3 per cent in relation to 1963. 
t the size and distribution of these increments during 
)63-64 changes significantly when quotations for sugar 
sported to the free-market area are excluded from the 
.dex. The annual rates of growth then work out at 
4 per cent in 1963 and 8.8 per cent in 1964. The 
clusion of free-market sugar quotations is justified 
jasmuch as only a small proportion of Latin America’s 
ports is shipped to that area. The analysis by individual 
oducts corroborates, both from the standpoint of the 
mber of countries and from that of each product’s 
slative importance within total exports, the general 
‘atement that the price increases registered in 1964 were 
1ore significant than those which took place in 1963. 
Yhen free-market sugar quotations are excluded from 
e total index, the substantial rise in sugar prices is not 
ompletely eliminated, since it is fairly represented by 
ae upward movements also occurring in quotations for 
gar exports to the United States. By virtue of the 
nual increases shown, the total index of quotations for 
e seventeen staple products selected was able to regain 
s 1958 level in 1963, although it should be pointed out 
at the index for 1958 was the lowest registered since 
50. On the other hand, for the reasons indicated, if 
ee-market sugar is excluded the 1963 index is still 7 per 
nt below that of 1958, and the figure for this latter year 
; equalled only in 1964. In one way or another, the 
tal index of quotations for Latin America’s staple 
port products in 1963-64 was kept down to a lower 
‘vel than in any year during the period 1950-57. 


The first signs of the improvement in world market 
uotations appeared at the end of 1962, in cocoa beans, 
-ee-market sugar and fine wool. But these price increases 
id not suffice to counteract the low levels that had 
revailed during most of the year, and, consequently, the 

erage index for 1962 continued to show the downward 
-end it had been registering for some time past. During 

e first half of 1963 the upward movement of prices 
ained strength in respect of cocoa beans, sugar (both 

r the free-market area and for the United States), wool, 
ad and zinc, while tin quotations partly recovered from 
ne decline by which they had been affected in the pre- 
eding months. At the beginning of the second half of 

63, a recession occurred in quotations for cocoa beans 

d sugar, but it was of a temporary nature, since in the 
st quarter of 1963 they regained the ground lost, 
aching levels comparable with those of January—June. 

these later months of 1963, the upward trend spread 
new products, including wheat, maize and Brazilian 
offee, while that previously followed by wool, tin, lead 
nd zinc was maintained. In the aggregate, the improve- 
ent in the annual average for world market quotations 
1963 covered eleven out of the total of twenty-one,? 
hile no significant changes were shown for copper, 
itrate, crude petroleum, and Mexican and Brazilian 
otton. Only bananas, linseed oil, long-staple cotton 


2 The index is compiled on the basis of twenty-one quotations 
lating to seventeen products. 


and the milder grades of coffee registered lower quotations 
in 1963. 


In 1964 marked changes took place in the evolution of 
the market for primary products, and, therefore, in world 
quotations for such commodities. Sugar prices plunged 
uninterruptedly downwards throughout the year, so that 
by the end of 1964 they had dropped back to the lowest 
figures recorded in the whole of the post-war period. 
Quotations for cocoa beans lost the ground gained in 
1963 during the first half of 1964, and during the second 
half remained at the lowest levels registered in recent 
years. The most intensive downward movements of 
prices in relation to the preceding year were concentrated 
in these two products. 


The decline spread to other products too during the 
second half of 1964, although the average for the year 
still remained higher than the 1963 figure, by virtue of the 
better prices prevailing during the first six months. The 
improvement in coffee prices strengthened and was ex- 
tended to all grades as from the early months of 1964, but 
in the second half of the year quotations fell slightly, 
although they were maintained at much higher levels 
than in 1963. A similar evolution—i.e. a rise in the first 
half of the year and a decline in the later months, which 
did not suffice to affect the annual average for 1964— 
was shown by quotations for wheat, maize, wool and 
linseed oil. The improvement in lead, zinc and tin prices, 
which was relatively small during 1963, attained bigger 
proportions in 1964, and copper quotations followed 
suit, although here the most significant increases, in 
relative terms, took place in a market area which is of 
little importance for Latin America, i.e. the segment of 
the copper trade not controlled by the major world 
producers. Lastly, quotations for long-staple cotton, 
which had fallen moderately in 1963, amply recovered in 
1964. In the aggregate, the average for 1964 exceeded that 
of 1963 in respect of thirteen of the twenty-one quotations 
incorporated in the total index. 


To sum up, the improvement in world market quota- 
tions during 1963-64 represented a substantial change in 
relation to the persistently downward trend which most 
of the prices in question had followed in 1955-62, and 
also meant that in 1963-64, for the first time since 1954, 
it was the improvement in unit export values, not the 
expansion of the quantum of exports, that played the 
most important part in determining the total value of the 
region’s exports. 

During the early months of 1965 no significant changes 
are observable in relation to the trends shown by quota- 
tions for basic commodities at the end of 1964; in other 
words, prices for such products as cocoa beans, sugar 
and wool continued to weaken, whereas those of coffee 
retained a measure of stability, partly based on a reduc- 
tion of the export quotas of the countries signatories of 
the International Coffee Agreement, in response to the 
lower consumption estimates for 1965. Non-ferrous 
metals, in contrast, continued to be quoted at prices 
similar to those current at the end of 1964, which were 
the highest in the year. 


(b) Evolution of unit values of exports and imports 

The other terms-of-trade index is that obtained by 
comparing the unit values of exports and of imports. . 
By its means, the direct terms-of-trade effect on the 
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purchasing power of exports and on national income can 
be measured. Its evolution in the last two years will there- 
fore be reviewed below and compared with the levels 
registered in previous years, in order to bring to light 
the significance of the present recovery in relation to the 
downward trend that has been affecting the Latin Ameri- 
can economy. 

Throughout the second half of the fifties the index of 
the terms of trade for the region as a whole declined so 


Table 8. Latin America: Evolution of the terms of trade index 


(1950= 100) 

Annual average eM ren gs 
1950-52 : 5 110.1 114.6 96.1 
1954-56 f A 111.4 119.1 93.5 
1960-62 : 3 92.6 115.5 80.2 
1962 . ; : 89.9 116.7 77.0 
1963. : 3 : 91.2 115.8 78.8 
1964 . - q 96.6 118.6 81.5 


Source: ECLA, on the basis of official foreign trade statistics. 


Figure VII. Latin America: Evolution of the terms of trade index 
(UIndex: 1950= 100) 
NATURAL SCALE 
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sharply that, despite a brief upturn in 1960-61, it reached 
a minimum level in 1962 which represented a loss of 
about 23 per cent in relation to the 1950 figures. This 
loss would be only a little smaller if the basis of compari- 
son adopted were the price average for a longer period— 
1950-54, for example—instead of for the year 1950 alone. 


After 1962, the terms of trade became favourable, the 
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improvement being slight in 1963 and more marked i 
1964. The average for the region as a whole reflected a 
increment of almost 8 per cent in 1964, in relation to th 
minimum figure recorded in 1962, and the index thy 
regained its 1958 level. Nevertheless, the current term 
of trade are much lower than at any time in the post-we 
period up to 1958 (see table 8 and figure VII). 


The determinants of the favourable movement of th 
index in 1963 and 1964 were the prices quoted for Lati 


Table 9. Latin America: Effect of the terms of trade, volume | 
exports and their purchasing power 


Millions of 1950 dollars Terms of trade effect 


average Exports of pect of tne Tunelasng "ofthe Perce 
goods and terms of exports of terms of gross 

the tours t trade goods and the sees of domesti 

tourist trade exports product 

1950-52 . 6,181.6 —132.7 6,048.8 —2.1 —0.3 
1954-56 . 7,294.2 —535.7 6,758.5 —7.3 —11 
1960-62 . 9,506.3  —1,956.9 7,549.4 —20.6 —7.0 
1963 . 10,643.9 —2,204.8 8,439.1 —20.7 —32 
1964 . 10,777.8 —1,897.3 8,880.5 —17.6 —2.6 


Source: ECLA, on the basis of official statistics, and Internation 
Monetary Fund publications. 


America’s staple export products, whose rising trend wé 
described in the preceding section; for the unit values ¢ 
imports pursued their upward course, cancelling out pai 
of the increase in potential purchasing power that woul 
have been obtained if export quotations had been th 
only operative factor. The better world market pric 
registered in the second half of 1964 are probably sti 
exerting a favourable influence in these early months ¢ 
1965, owing to the time-lag that usually occurs betwee 
the dates when transactions are negotiated and when th 
exports concerned are actually shipped. 


With reference to the statement that despite the in 
provement in the index in the last two years, it stanc 
lower today than in the early fifties, a very useful calcul 
tion may be made to illustrate the magnitude of the losse 
that Latin America has been suffering through the lon; 
term deterioration in its terms of trade. If the 1950 lev 
had been maintained in 1962-63, Latin America’s re: 
export earnings during those two years, in the aggregat 
would have exceeded those it actually obtained by aj 
proximately one-fifth (see table 9). Furthermore, as wz 
pointed out earlier in this connexion, the trade losses 1 
question represented about 3 per cent of the domest 
product. Both these figures are highly indicative of tk 
depressive effects that derived from the deterioration 1 
the purchasing power of exports and accounted for tk 
long-term decline in Latin America’s rate of econom: 
growth. 

The improvement in the terms of trade is common t 
almost all the Latin American countries. There are, i 
fact, only two exceptions: the Dominican Republic an 
Venezuela. In the case of the Dominican Republic, tk 
terms-of-trade index had risen considerably in 1963 & 
virtue of the increase in sugar prices; and it was precise 
owing to the drop in these prices that in 1964 it fell bac 
to the low 1962 figure, which represented a loss of 18 pt 


; 
lare VIII. Latin America: Evolution of the terms of trade, 1946-64 
: (Index: 1950= 100) 
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t in relation to the early fifties (see table 10 and figure 
iI). With respect to Venezuela, it has already been 
inted out that the real prices received by this country 

petroleum and petroleum products did not share in 
e general upward movement of quotations for primary 
mmodities, but gradually decreased. Their ratio to 
e unit values of imports once again showed a slight 


THE EvoLution oF THE ECONOMY DURING THE TWO-YEAR PERIOD 1963-64 93) 


loss in 1964, bringing the terms-of-trade index down to 
one of the lowest levels in Latin America, approximately 
30 per cent below that attained in the early fifties (see 
again table 10). 

An improvement took place in the last two years in 
some of the other countries, as table 10 shows, although 
in Ecuador and Panama prices remained steady. Figure 
VIII illustrates the evolution of each country’s terms-of- 
trade index since the Second World War, and throws into 
clear relief the various aspects of the development under 
discussion. Up to recent years, the downward trend of 
the index was very steep, especially in the countries 
exporting tropical products (in particular, coffee); in 
1963 and 1964 the movement steadied somewhat, and 
there was a more marked recovery in those countries 
which succeeded in diversifying their exports, or in whose 
export trade, as in the case of Bolivia, Chile and Mexico, 
mining products were predominant. Peru’s terms of 
trade deteriorated sharply from the mid-fifties onwards, 
but this was so largely due to the radical change in the 
structure of exports that the index does not adequately 
reflect the evolution of prices in themselves. 


3. THE BALANCE OF PAYMENTS AND CAPITAL INFLOWS 
(a) The balance of payments on current account 

Considerable changes took place in 1963 and 1964 in 
the evolution of the balance of payments in the Latin 
American countries. Since movements in different direc- 
tions and variations of particular intensity in individual 
countries are compensated in the aggregate figures for 
the region as a whole, these do not give an accurate idea 
of what happened in Latin America. Hence, in the 
analysis of this question frequent reference to the trends 
peculiar to various groups of countries becomes parti- 
cularly necessary. 

Broadly speaking, the following are the essential 
features of the evolution of the balance of payments in 
the past two years: 

(i) In the region as a whole, the balance of payments 
on current account continued to show a foreign exchange 
deficit, although this was much smaller than the average 
registered from the fifties up to 1962; 

(ii) The countries chiefly responsible for the decrease 
in the deficit were Argentina, Brazil and Venezuela— 
Argentina, because from 1963 onwards its balance-of- 
payments position changed from negative to positive, 
Brazil, because in 1963 it reduced the amount of its 
deficit in absolute terms and had a small surplus in 1964, 
and lastly, Venezuela, because it obtained the same or 
even bigger surpluses than in the preceding years; 


(iii) In all the other countries the balance on current 
account was unfavourable in the last two years, with the 
sole exception of Peru’s in 1964, and Ecuador’s and 
Haiti’s in 1963. The relevant figures indicate that these 
deficits stood at approximately the same levels as in 
1962, or rather higher; 


(iv) Pre-eminent in this latter group of countries (ex- 
cluding Argentina, Brazil and Venezuela) is Mexico, the 
deficit in whose balance on current account for 1964 was 
a good deal bigger than in previous years. 

To evaluate these various positions in quantitative 


terms, it is useful to study the group figures deriving 
from the data by countries presented in table 11. The 
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Table 10. Latin America: Evolution of the terms of trade, by groups of countries 
(1950= 100) 


nee EEE SEEN EEEEEE EEE 


Groups of countries 1950-52 1954-56 1960-62 1963-64 1962 1963 1964" 
A. Exporters of coffee and other tropical commodities 
Brazil P 4 : ; 97 98 73 74 69 69 78 
Central America is ; 103 115 719 80 78 77 83 
Colombia . ; : F 93 100 72 We, 68 67 77 
Dominican Republic . : 100 82 70 83 77 86 82 
Ecuador . ; ; 5 95 94 74 67 74 67 67 
Haiti : d : , 109 109 716 78 66 715 82 
Panama . 5 é 3 98 109 86 94 95 95 94 
B. Exporters of temperate-climate commodities 
Argentina . e : 3 94 75 81 90 76 87 92 
Paraguay . 5 : ; 115 118 13) 81 HPs 77 86 
Uruguay . ; ; 5 99 88 84 86 83 84 88 
C. Exporters of mining products 
Bolivia. ¢ ; : 118 114 130 160 135 138 181 
Chile : F : : 108 118 111 112 109 111 112 
Venezuela . ¢ ; : 93 92 1B 68 71 70 65 
D. Countries with more diversified exports 

Mexico . A ‘i 3 104 90 77 88 716 86 90 
Peru. A 5 ; 4 109 100 72 78 72 0) 79 
Latin America asa whole . 96 94 80 80 77 79 82 

Source: ECLA, on the basis of official foreign ® Provisional figures. 
trade statistics. 

Table 11. Latin America: Balance of payments on current account 
(Millions of dollars) 
Annual average 
Country or region 1961 1962 1963 1964* 
1951-55 1956-60 

Argentina —140.4 —177.5 —585.7 —274.5 +231.8 +156.0 
Bolivia —13.9 —29.1 —30.6 —47.6 —44.9 —37.3 
Brazil fe —288.8 —299.6 — 304.0 —499.0 —218.0 +15.0 
Central America —0.2 —71.9 —49.1 —59.5 —88.0 —118.1 

Costa Rica . —2.9 —17.8 —17.8 —19.8 —29.0 —25.9 

El Salvador . +6.7 —4,.3 —1.8 —_ —13.6 —26.4 

Guatemala +2.7 —35.9 —22.5 —23.6 —20.6 —39.6 

Honduras —5,3 —6.3 oo —3.3 —17.4 —12.8 

Nicaragua —1.4 —7.6 —7.0 —12.8 —7.4 —13.4 
Chile . —14.0 —82.3 —279.8 —163.0 —151.9 —147.0 
Colombia A —24.5 +21.0 —141.8 —170.4 —137,2 —148.0 
Dominican Republic. +2.8 +7.2 +42.0 —16.4 —46.9 —75.0 
Ecuador . —4,3 —12.7 —25.7 —8.2 —8.2 —46.9 
Haiti —5.2 +0.1 —5.3 —3.5 +0.2 —8.9 
Mexico —57.3 —245.6 —213.6 —122.5 —130.9 —393.1 
Panama . —17.3 —34.5 —37.2 —30.3 —38.4 —34.0 
Paraguay : ; —2,.2 —9.5 —10.7 —7.6 —8.6 —8.1 
Peru : ‘ 4 . —41.8 —70.7 +12.6 —20.2 —58.6 +32.0 
Uruguay . —27.3 —53.3 —22.9 —72.2 —5.0 —8.6 
Venezuela +7.5 —102.2 +444.7 +362.6 -+563.8 +309.0 
Latin America (excluding 

Cuba) . —626.7  —1,160.6 —1,207.2 —1,132.3 —140.8 —513.0 
Latin America (excluding 

Cuba and Venezuela) —634.2 —1,058.4 —1,651.9 —1,494.9 —704.6 —822.0 


Source: International Monetary Fund, Balance 


® Provisional figures. 
of Payments Yearbook, vol. 12 et seq. 2 
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substantial imbalance on current account, which aver- 
aged, for the region as a whole, about 1,150 million 
Hollars yearly in 1960-62, fell to some 140 million dollars 
n 1963 and approximately 510 million in 1964. The 
three countries mentioned above determined this reduc- 
ion of the deficit, which is striking not only on account 
of its magnitude but because of the short time in which 
it took place. Argentina, which had shown a deficit of 
about 270 million dollars in 1962, obtained a surplus 
which, although it decreased in 1964, still amounted to 
about 150 million dollars. Brazil, which in 1962 had a 
Heficit of 500 million dollars, showed a small surplus in 
1964; and Venezuela increased its surplus to an average of 
over 440 million dollars in both the years under review. 


If these three countries are excluded, the remainder, 
raken as a whole, show a different picture. Their aggre- 
gate deficit increased in the last two years, and, in absolute 
igures, exceeded that registered in 1962 and the annual 
averages for the fifties. In 1964 it represented some 1,000 

illion dollars compared with the 720 million recorded 
in 1962. But this increase was caused solely by Mexico, 
whose deficit rose from about 120 million dollars in 1962 
<0 some 390 million in 1964. The group of Latin 
‘American countries which excludes Argentina, Brazil, 
Mexico and Venezuela maintained its deficit at approxi- 
mately 600 million dollars in the last two years. Although 

ariations of differing magnitudes are observable in the 
bdalance-of-payments positions of the fifteen countries in 
his group, in most of them the deficit was larger in 1963 
and 1964 than in the first two years of the present decade. 


Accordingly, if the positions of Argentina, Brazil, 
Mexico and Uruguay are disregarded for the time being, 
it may be asserted, in very general terms, that external 
accounts had tended to improve by 1964 or that, at least, 
the parlous state of affairs existing in previous years had 
not become any worse. This statement is based essentially 
on the evolution of the external accounts themselves, 
itrespective of the Latin American countries’ foreign 
rade and external financing requirements for the attain- 
ment of stable and satisfactory rates of economic growth. 


De facto, the deficits grew no bigger, less recourse was 
had, on the whole, to compensatory financing, imports 
expanded in 1964—with the noteworthy exception of 
Brazil’s—and most countries managed to increase their 

nonetary reserves. The general factors that were chiefly 
instrumental in determining these trends were the rise 
in export earnings and the relatively high levels of auto- 
nomous capital movements in many countries. Clearly, 
for some countries, especially Argentina, Brazil and Chile, 
he external payments position was still very tight. 
Argentina, despite the relatively high level of its current 
income since 1962, was obliged to maintain its import 
restrictions in 1964 and to adopt exchange control 
measures, since its balance-of-payments surplus on cur- 
rent account was used for repayment and amortization 
of the cumulative debt. A similar problem arose in 
Brazil, with the aggravating circumstance that this 
country had to restrict its imports still further in 1964. 

hus, the substantial decrease in these two countries’ 
deficits does not reflect a more flexible external accounts 
situation, but, paradoxically enough, is a manifestation 
of an increased strain that has had very depressive effects 
on the economic growth rate in the last year or two, 
although the process has taken place in different condi- 


tions in each of the two countries concerned. Similarly, 
Chile is faced with consolidation and rescheduling prob- 
lems before it can forge ahead with its programme for 
the acceleration of development. 


(b) External financing and capital inflows 

To pursue this subject further, it is useful to recall that 
balance-of-payments deficits are financed or offset in the 
external accounts by movements of capital, fluctuations 
in the various countries’ gold and foreign exchange 
reserves being duly taken into consideration. External 
capital transactions are classified in two major categories, 
i.e. autonomous movements and compensatory move- 
ments.* The first step will be to consider the evolution 
of compensatory movements. 


In consonance with the changes in the evolution of the 
balance of payments on current account in the last two 
years, radical alterations may be noted in the structure 
of financing in the Latin American countries. The sources 
of compensatory financing were drawn upon so much 
less in 1963 and 1964 that if the net figures are considered, 
it will be seen that as from 1963 Latin America registered 
a new outflow of funds in respect of repayment and 
amortization of balance-of-payments loans, and the 
countries were also able to recover part of their gold and 
foreign exchange reserves. This situation is in sharp 
contrast with the circumstances prevailing up to 1962. 
Net recourse to compensatory financing, the sources of 
which were constituted by balance-of-payments loans, 
suppliers’ credits, deferred payments and the use of mone- 
tary reserves, had been gradually increasing until by 1962 
a peak figure of about 650 million dollars had been 
reached in the region as a whole; but in 1963 and 1964 
the trend was reversed, there being a balance-of-payments 
surplus before compensatory financing of 360 and 420 
million dollars respectively (see table 12). Whereas the 
high figure registered in 1962 was mainly attributable to 
the intensive use of compensatory financing made by 
Argentina and Brazil, the change of trend that followed 
seems to have been more widespread, since it is still 
observable in the figures for the other Latin American 
countries if these two are excluded. Unquestionably, the 
factors responsible for this decline in compensatory 
financing differ from one country to another. In some, 
for example, the chief influence was exerted by amortiza- 
tion commitments on previous loans; in others, by an 
increase in current income, together with relatively high 
levels of net autonomous capital inflows, which reduced 
the need to resort to this source of financing, while there 
are also many cases in which monetary reserves were 
replaced or augmented. 


In these circumstances, the relative importance of non- 
compensatory financing was enhanced, although in abso- 
lute terms the total figures for the region as a whole had 
been higher in previous years. This source of financing 
provided net inflows of about 800 million dollars in 1963 
and 1,000 million in 1964, irrespective of the entries 
under errors and omissions, which may, of course, 
include unregistered capital outflows. 

The movements of autonomous or non-compensatory 
funds are analysed in table 13, where the various items 
are classified in two major categories—foreign capital 


3 See chapter VI below. 
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and domestic capital—entries under errors and omissions 
still being excluded. Although the lack of data makes it 
difficult to find an explanation, a measure of interest 
attaches to the fact that in these last two years, and 


Part Ong. THe Latin AMERICAN Econoy 


(see again table 13). With the exclusion of Venezuel 
where disinvestment in the petroleum sector continue 
net inflows are more substantial for the other Lat 
American countries as a whole, although declini1 


Table 12. Latin America: Financing of balance on current account 
(Millions of dollars) 


Latin America (excluding Cuba) 


Latin America (excluding Cuba and Venezuela) 


Year or Net Net 
period movemenss-ef Bee N. eae Total TADOEMenIS Of, aE eC eihe Total 
cartel movements omissions capital movements omissions 

1951-55 511.7 194.2 19.2 626.7 432.2 227.4 —25.4 634.2 
1956-60 1,347.6 194.1 —401.2 1,140.5 1,034.1 168.0 —163.8 1,038.3 
1961 . 1,000.0 337-5 —130.1 1,207.2 1,424.5 343.9 —116.5 1,651.9 
19620. 914.1 634.3 —416.1 1,132.3 1,388.2 705.1 —598.4 1,494.9 
£963 802.7 —363.9 —298.0 140.8 1,105.5 —133.5 —267.4 704.6 
19648 . 1,092.6 —416.2 —163.4 513:0)) 9 1,273:3 —297.9 —153.4 822.0 


Source: International Monetary Fund, Balance 


of Payments Yearbook, vol. 12 et seq. 


® Provisional figures. 


Table 13. Latin America: Net autonomous capital movements 
(Millions of current dollars) 


Net non-compensatory foreign funds 


Long-term loans 


Year or Direct —_ Official 

period investment To the To the transfer 
private public Total payments 
sector sector 


Non-compensatory domestic funds 


Short-term Long-term Short-term Over-all 
capital Total capital capital Total total 
(liabilities) (assets) (assets) 


Total (excluding Cuba) 


1951-55 . +325.3 +48.2  +45.1 +93.3 +29.2 +55.8 +503.6 +57.7 —49.6 +8.1 +511. 
1956-60 . +848.7 +203.2 +128.1 +331.3 +4105.4 +151.7 +1,437.1 —55.4 —341 —89.5 +1,347. 
1961. . +3140 +331.8 +520.3 +8521 +144.1 +1964 +41,506.6 —365.3 —141.3 —506.6 +1,000. 
1962. . +1960 +260.8 +4944 4755.2 +141.9 4137.8 +1,230.9 —261.4 —55.4 —316.8 +914, 
1963. . +228.1 —50.5 +687.0 +6365 +1436 +1761 +41,184.3 —55.2 —326.4 —381.6 +802.’ 
19642 . +200.0 Foe eds +750.0 +140.0 +170.0 +1,260.0 3 Ae —167.4 +1,092. 
Total (excluding Cuba and Venezuela) 
1951-55 . +252.0 +489 +455 +944 +29.0 +50.8 +426.2 +58.6 —52.6 +6.0 +432.; 
1956-60 . +5348 +201.5 +1190 +3205 +1053 +133.6 +1,094.2 —51.9 —8.2 —60.1 +41,034. 
1961. - +3844 +3295 +6058 +935.3 +143.9 4187.7. +1,651.3 —143.2 —83.6 —226.8 +1,424.! 
1962. . +450.1 +258.1 +502.9 +761.0 +141.7 +172.4 +41,525.2 —80.5 —S56.5 —127.0 +1,388.: 
1963. . +335.5 —50.3 +7066 +6563 +143.4 +162.8 +1,298.0 +45.8 —238.3 —192.5 +1,105.: 
19648 . +300.0 on 159.0) =-139°S8) 7157-0) 1355.38 oa —82.5 +41,273. 


Source: International Monetary Fund, Balance of Payments Year- 
book, vol. 12 et seq. 


particularly in 1964, the net outflows imputed to the 
long- and short-term assets of Latin American owners 
seem to have decreased; but this evaluation is not 
definitive, since the unregistered capital outflows which 
may be incorporated under errors and omissions will 
have to be taken into account. In any event, it seems safe 
to assert that these outflows were no bigger than in 
1962. 

Net inflows of non-compensatory foreign capital, chiefly 
made up of direct investment, long-term loans and official 
transfer payments, seem to have remained steady at 
around 1,200 million dollars during the past three years 


® Provisional figures. 


somewhat in 1963 and 1964. They are estimated 

have averaged 1,300 million dollars in the last two yea: 
compared with between 1,500 and 1,600 million dolla 
in 1961 and 1962. This decrease was largely determin 
by the decline in net autonomous capital movements 
Argentina and Brazil. Provisional estimates suggest th 
in Latin America as a whole, excluding Argentina, Bra: 
and Venezuela, net inflows of non-compensatory forei; 
capital increased in 1963 and 1964 in relation to previo 
years. From about 500 million dollars in 1960 they ro 
to approximately 935 million in 1962, and exceeded 1,0) 
million in each of the last two years. The over-all figur 


; 
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conceal a particularly important feature of the situation. 
Argentina and Brazil reduced their formerly very con- 
iderable share in net financing from autonomous sources, 

hile that of the group including Mexico and the other 


which dropped to 61 million in 1963. In the same years, 
Brazil’s net inflows dropped from 400 to 230 million 
dollars. On the other hand, net inflows increased, especi- 
ally in relation to 1960, in Chile, Colombia, Mexico and 


Table 14. Latin America: Net autonomous capital movements, by selected countries 
(Millions of current dollars) 


Net non-compensatory foreign funds 


Non-compensatory domestic funds 


Long-term loans 


F A ‘ Short- Long- Short- Over-all 
ee Li, Tose ‘Toate transfer I, Tta Sa) Neate gem manta 
pee pabie Total BEV IGEUES (liabilities) (assets) (assets) 
Mrgentina 
, 1960 = 352.0 +191.4 +22.0 +213.4 +0.6 +18.8 +564.8 —22.0 +13.7 —8.3 +556.5 
; 1961 - —18.2 +185.3 177.3 +362.6 +1.2 + 45.1 390.7 —25.8 +12.7 =i +377.6 
1962 = Seiad + 204.8 Sraeull +238.5 Sp ibei/ —47.1 +264.9 —32.2 +29.4 —2.8 +262.1 
1963 5 ae Wile) —42.9 Se IPS3) +82.4 +2.0 —101.3 +61.0 —3.9 —47.2 Sila = 9.9) 
Brazil 
1960 . +138.0 —5.0 Sigh) —=22:0 +17.0 + 124.0 +257.0 —19.0 —16.0 —35.0 +222.0 
1961 - +147.0 + 136.0 +136.0 +272.0 +16.0 —40.0 +395.0 —EPAU) —48.0 —80.0 +315.0 
1962 ea s2.0 —10.0 +113.0 + 103.0 +41.0 +46.0 +322.0 —20.0 +43.0 ==23.0 +345.0 
1963 O70 —48.0 +116.0 + 68.0 +36.0 +41.0 +232.0 —20.0 +13.0 —7.0 +225.0 
Chile 
1960 et 29.0 +17.0 —7.4 = 9:0 +44.8 +12.7 +96.1 —6.5 —2.2 —8.7 +87.4 
1961 5 pele) APs! +58.5 +84.2 +30.0 +42.8 +208.5 —8.5 =+-17.9 +9.4 +218.3 
1962 - +39.9 +24.9 +108.7 +133.6 +19,3 +45.1 +237.9 —6.3 —43.1 +49.4 +188.5 
1963 = 26:0 +14.8 +133.6 +148.4 +0.4 +18.0 + 140.8 —41.5 —41.5 +99.3 
Colombia 
1960. +-2.5 +7.5 +3.4 +10.9 ar eLe) +11.8 +30.5 +23.4 —9,3 +141 +44.6 
1961 Sed =a I 2 +16.6 +27.8 +7.8 +6.6 +43.3 —44,2 +0.5 —43.7 —0.4 
1962 +0.4 —0.2 +43.6 +43.4 +8.7 +8.2 +60.7 +-13.3 —28.4 —15.1 +45.6 
1963 A +0.8 SEU ey/ +51.9 +52.6 +9.5 —3.5 +59.4 +84.8 —45.9 +38.9 +98.3 
Mexico 
1960 . —38.1 —12.0 + 188.2 +176.2 6 +49.7 +189.4 —30.4 +43.3 = 12:9 + 202.3 
1961 oe ype We a} —4.7 +185.9 +180.5 +1.4 +62.6 +363.8 —4.4 —49.9 —54.3 +309.5 
1962 > +129.6 sib alse +118.9 Greco) +19.9 +269.9 —13.6 —50.5 —64.1 +205.8 
1963 Sa k8:5 —16.1 +135.3 +119.2 —0.7 +123.4 +360.4 —10.9 —75.4 —86.3 +274.1 
Peru 
1960. +6.6 —1.2 —15.7 —14.5 SF 241 +9.6 +3.8 —2,1 +3.8 Ere ded, +5.5 
1961 5 amie) —13.4 +0.9 —12.5 se 1b) +26.2 +28.3 —3.4 —13.6 —17.0 +11.3 
1962 , +5.9 +0.2 +30.6 +30.8 +-1.2 +41.7 +79.6 —3.9 —22.3 —26.2 +53.4 
1963 20.5 Eee Seale +46.9 +11.3 +24.2 +109.2 —1.3 —35.4 —36.7 +72.5 
Venezuela 
1960 —145.2 +7.5 —144.8 —137.3 +0.1 1271 —294.5 13.1 —5.0 —18.1 —312.6 


—85.5 
Sh) 
1916 


423 
427 
02 


1961 . —70.4 
1962 —254.1 
1963 —107.4 


—83.2 Sin Oee 
35 +0.2 
+0.2 


—144.7 
—294,3 
| Wet) 


Source: ECLA, on the basis of International Monetary Fund, Balance of Payments Yearbook, vol. 12 et seq. 


-atin American countries (with, of course, the exclusion 
f Venezuela) substantially increased. This was partly 
lue to a decrease in gross inflows in Argentina and Brazil, 
ind, in greater measure, to the service and amortization 
yayments that these two countries were obliged to make 
mn debts previously contracted. Table 14 illustrates this 
volution in respect of selected countries. In 1961 
Argentina had received a net inflow of autonomous 
oreign capital amounting to 390 million dollars, a figure 


Peru (the other countries considered in the above- 
mentioned table) although terms and amounts differed 
from one of these countries to another. 

Another significant fact that emerges in connexion 
with the movement of non-compensatory foreign capital 
concerns the relative importance of direct investment 
and long-term loans. Direct foreign capital investment 
in Latin America pursued its downward trend in 1963 
and 1964, so that long-term loans acquired greater 
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Table 15. Latin America: Variations in total purchasing power and in imports of goods and services, 1962-64 
(Millions of current dollars) 
a a ne eS SS SS Ee ee eee 


7 ati il, 
Total (excluding Cuba) Total (excluding Cuba and Venezuela) Total (eating eee 


Absolute differences 


1962 


Absolute differences 


Absolute differences 


1962 1962 
1962-63 1963-64 1962-63 1963-64 1962-63 1963-64 

1. Current income 9,385.4 587.5 699.3 6,849.0 565.1 686.1 4,405.3 224.6 607.9 

Exports . 2 8,590.9 $31.7 623.7 6,057.8 509.8 611.7 3,627.8 168.3 542.8 

Tourist trade . : é 794.5 55.8 +75.6 791.2 55.3 74.4 7717.5 56.3 65.1 
2. Autonomous capital move- 

ments : 5 . 914.1 —111.4 289.9 1,388.2 —282.7 167.8 781.1 89.5 384.7 
3. Less errors and omissions . 416.1 —118.1 —134.6 598.4 —331.0 —114.0 195.0 —141.2 114.6 
4. Less transfers under the 

head of net foreign invest- 

ment income . : . 1,443.5 —30.8 304.8 800.4 —22.2 199.3 529.4 36.4 126.7 
5. Total purchasing power® . 8,439.9 625.0 819.0 6,838.4 635.6 768.6 4,462.0 418.9 751.3 
6. Imports of goods and 

services . : 9,074.2 —573.2 766.7 7,543.5 —203.0 614.2 4,597.3 185.2 755.8 
7. Balance (5-6) . ; —694.3 998.2 —52.3 —705.1 838.6 +164.4 —135.3 233.7 —4.5 
8. Less amortization of 

balance-of-payments loans 

and deferred import 

payments : : : 340.4 126.0 273.7 126.0 192.8 +5.4 
9. Use of balance-of-payments 

loans, deferred import pay- 

ments and net movements —52.3 — 164.4 4.5 

of gold and foreign 

exchange 974.7 —872.2 978.8 —712.6 328.1 —228.3 


Source: ECLA, on the basis of International Monetary Fund, 


Balance of Payments Yearbook, vols. 15 and 16. 


deferred import payments. 


Table 16. Latin America: Total purchasing power and imports, 1950-64 
(Millions of current dollars) 


® Without deducting amortization of balance-of-payments loans ar 


Amortization 


Exports Net Net of trade E Total deeper as 2 
Year Goat Towra Towa = mamages Merete) rear Sebioiol ad coal 
trade movements income LegPe eS PI Le to umport pins Shes 
Total 
1950. 5,993.9 318.9 6,312.8 +178.3 —717.3. —141.0 5,572.8 —133.8 5,439.0 5,208.0 +231. 
1955. 7,423.1 464.1 7,887.2 +522.1 —1,018.8 —71.3 13132 —1.7 7,311.5 7,350.5 —39. 
1960. 7,946.8 727.5 8,674.3 +987.2 —1,206.1 —186.4 8,269.0 —444.6 7,824.4 8,559.4 —735. 
Annual averages by period 
1951-55 7,020.6 391.6 7,412.2 +511.7 —914.8 —127.1 6,882.0 —79.2 6,802.8 7,124.2 —321. 
1956-60 - 1,925.1 614.8 8,539.9 +1,347.6 —1,225.4 —187.4 8,474.7 —401.1 8,073.6 8,455,0 —381. 
1961. . 8,147.0 781.2 8,928.2 +1,000.0 —1,323.0 —202.0 8,403.2 —130.1 8,273.1 8,812.4 —539.. 
1962. - 8,590.9 794.5 9,385.4 +9140 —1,443.5 —340.4 8,515.6 —416.1 8,099.5 9,074.2 —974, 
1963. . 9,122.6 850.3 9,972.9 +802.7 —1,412.7 —466.4 8,896.5 —298.0 8,598.5 8,701.0 —102.. 
19642 . 9,746.3 925.9 10,672.2 +1,092.6 —1,717.5 ie 10,047.3 —168.4 9,883.9 9,467.7 +416. 
Total (excluding Venezuela) 

1950. . 4,829.8 318.9 5,148.7 +171.1 —384.9 —141.0 4,793.9 —32.9 4,761.0 4,448.0 +313. 
1955. 5,519.5 461.5 5,981.0 +476.2 —433.7 —713 5,946.2 +4.0 5,950.2 6,038.9 —88. 
1960. 5,554.1 723.8 6,277.9 +1,299.8 —689.7 —186.4 6,701.6 —32.3 6,669.3 7,094.3 —425. 
Annual averages by period 
1951-55 . 5,442.6 390.4 5,833.0 +432.2 —438.7 —127.1 5,699.4 —25.4 5,674.0 6,028.6 —354. 
1956-60 5,475.5 611.9 6,087.4 +1,034.1 —551.8 —187.4 6,382.3 —163.7 6,218.6 6,574.0  —355. 
1961. . 5,695.0 777.9 6,472.9 +1,424.5 —755.5 —168.7 6,973.2 —116.5 6,856.7 7,369.3 —S512. 
1962. = 6,057.8" “7912 6,849.0 +1,388.2 —800.4 —273.7 7,163.1 —598.4 6,564.7 7,543.5  —978. 
1963 . . 6,567.8 846.5 7,414.1 +-1,105.5 —778.2 —399.7 7,341.7 —267.4 7,074.3 7,340.5 —266. 
19648 - 7,179.3 920.9 8,100.2 +1,273.3 —977.5 8,396.0 —153.4 8,242.6 7,944.7 +297: 


Source: ECLA, on the basis of International Monetary Fund, 


Balance of Payments Yearbook, vol. 12 et seq. 


® Provisional figures. 
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significance as a source of external financing (see again 
table 13). If Venezuela is excluded, for the reasons already 
noted, the direct investment figure falls from about 450 
million dollars in 1962 to about 300 million in 1964. 
This would seem to indicate a very marked suspension of 
new investment, since the foregoing figures include 
re-investment of profits. The phenomenon seems to be 
widespread, but, even so, it can be seen that in some 
countries (Mexico, Peru and those of Central America) 
direct investment tended to increase or remained at its 
1960 or 1961 levels (see again table 14). 


Figure IX. Latin America: Total purchasing power, imports and 
components of capacity to import 


Natural scale 


(A) CAPACITY TO IMPORT AND IMPORTS OF GOODS AND SERVICES 
(Millions of dollars at current prices) 


IMPORTS OF GOODS 
AND SERVICES 


BALANCE OF COMPENSATORY 
FINANCING AND UTILIZATION 
OF RESERVES 


(B) COMPONENTS OF CAPACITY TO IMPORT 
(Percentages) 


SFG SSE 
IR APA EE 


ERRORS AND 


AMORTIZATION OF OMISSIONS 


DEFERRED IMPORT PAYMENTS 


Source: ECLA, on the basis of official statistics and International 
Monetary Fund publications. 


(c) Evolution of total purchasing power 

For the purposes of the present analysis, it is very use- 
ful to sum up the external sector’s real and financial 
transactions during the last two years in an integrated 
table, in order to show the course followed by the balance 
of payments in relation to the development of the 
economy. To this end, the most appropriate procedure 
is to study the share of current and capital income in the 
formation of total external purchasing power, and the 
use of this purchasing power for imports of goods and 
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services. By this means the balances that correspond 
to compensatory financing can be systematically show 


The statistical analysis, based on data that are as y 
provisional, is synthetized in table 15, which preser 
the changes recorded under the different heads in each 
the years 1963 and 1964. To determine these change 
the figures given in tables 16 and 17 were used. As t 
evolution of the different variables concerned has alrea 
been discussed in previous sections, the analysis is co 
fined here to the variations in absolute terms in each 
the years 1962 and 1963. For the reasons given earlie 


Figure X. Latin America (excluding Cuba and Venezuela): To 
purchasing power, imports and components of capacity to impor 


Natural scale 


(A) CAPACITY TO IMPORT AND IMPORTS OF GOODS 
AND SERVICES INCLUDING THE TOURIST TRADE 


(Millions of dollars at current prices) 


IMPORTS OF GOODS AND 
SERVICES INCLUDING 
THE TOURIST TRADE 


BALANCE OF COMPENSATORY 
FINANCING AND UTILIZATION 


6000) OF RESERVES 
CAPACITY TO 
5000) IMPORT 
0'1950 55 60 64 


(B) COMPONENTS OF CAPACITY TO IMPORT 
(Percentages) 
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Source: ECLA, on the basis of official statistics and Internatio: 
Monetary Fund publications. 


two complementary analyses should be made, one for t 
region as a whole, and the other covering the groups 
countries which exclude Argentina, Brazil and Venezue 

Latin America’s total purchasing power (see the col 
ponents listed in table 15) increased in both 1963 al 
1964, although to a greater extent in the latter year, t 
increments having amounted to about 620 million dolle 
in 1963 and some 820 million in 1964. Total purchasii 
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ower increased in 1963 and 1964, mainly because of the 
ise in current income from exports and the tourist trade. 
n 1963 this sharp increase was coupled with a decrease 
a payments of profits and interest on foreign investment 
nd loans. However, there was no net inflow of foreign 
apital in 1963 (if errors and omissions are discounted). 
n 1964, on the other hand, greater recourse was had to 
oreign capital, while at the same time profit and interest 
ayments on foreign investment and loans increased, 
Ibeit to a lesser extent. 


In 1963, the relatively substantial increment of 630 
jillion dollars in total purchasing power was accom- 
anied by a contraction of about 370 million dollars in 
mports of goods and services. It was thus possible (the 
ata considered being still the consolidated figures for 
he region as a whole) to increase amortization payments 
m compensatory loans by about 130 million dollars, 
nd net reserves by 870 million dollars. In 1964, imports 
f goods and services expanded nearly as much as pur- 
hasing power (by about 800 million dollars) and there 
yas a difference of 50 million dollars in compensatory 
nancing, relating mainly to larger net reserves. 


Figures IX and X illustrate the annual movements of 
hese items in external accounts since 1950. Their upper 
ections show the evolution of total purchasing power 
nd of imports, and, by distinction, how intensively 
ompensatory financing was used in the early fifties, and, 
lore particularly, from the middle of the decade up to 
962. The contraction in its use from 1963 onwards is 
Iso revealed. The lower sections of the figures in 
uestion show the variations in the shares of the various 
redit and debit items in the formation of total purchasing 
ower. Figure IX, relating to the whole region, indicates 
ow in the mid-fifties the relative importance of net 
utonomous capital inflows increased considerably, only 
© decline from 1959 onwards. This development was 
etermined by the heavy petroleum investment placed in 
7enezuela in the second half of the fifties, just as it is the 
isinvestment that has been taking place in the same 
ector in recent years that has helped to reduce the 
ontribution of capital movements to total financing. 
‘igure X, on the other hand, shows that, as time went by, 
et capital movements gradually acquired more signi- 
cance for the Latin American countries excluding Vene- 
uela. Furthermore, a growing proportion of resources 
3 seen to be absorbed by payments of interest and profits 
n foreign loans and investment. Even so, as from 1962 
ne relative importance of net capital inflows declined 
rom its 1961 level, in consequence of the movements of 
apital in Argentina and Brazil. It is therefore worth 
yhile to consider the evolution and use of purchasing 
ower in the other countries (see again table 15, last 
hree columns). 


In the group of Latin American countries which ex- 
ludes Argentina, Brazil and Venezuela, the evolution of 
he components of the external sector displayed certain 
pecial characteristics which are not apparent in the 

gion as a whole. In the first place, total external 
urchasing power increased strikingly fast in this group. 

1963, it rose by 420 million dollars, reaching a level 10 
er cent higher than in 1962, and in 1964 it increased 
y about 750 million dollars which implies a still bigger 

crement in relation to the preceding year (16 per cent). 
econdly, both net capital movements and current in- 


come from exports and the tourist trade contributed to 
this expansion of total external purchasing power. 
Current income did so more intensively in 1964, and 
capital inflows were substantial in both years. Although 
much of the increase in net capital movements in 1964 
was probably attributable to Mexico, within the group 
under discussion the rise in current income was unques- 
tionably common to almost all the countries concerned. 


Lastly, it is of interest to point out that imports of 
goods and services in this group expanded by about 190 
million dollars in 1963 and by approximately 760 million 
in 1964, which implies the high annual rate of over 16 
per cent in the latter year. In 1963 the use of compen- 
satory financing decreased considerably in these countries 
(by about 230 million dollars), since the surplus on total 
purchasing power for that year was drawn upon to cover 
part of the amortization payments on compensatory 
loans, and some countries were able to augment their 
monetary reserves. In 1964, the vigorous increase in total 
purchasing power made it possible to finance virtually 
the entire increase in imports of goods and services, since 
the gap between the two represented only about 10 million 
dollars. 


(d) Servicing of foreign loans and investment 


Service payments on foreign loans and investment 
continued to increase in 1964. For the region as a whole, 
interest and profits rose from 1,440 million dollars in 
1962 to about 1,720 million in 1964 (see again table 16), 
or 50 per cent more than the figure for net autonomous 
capital inflows. This amount was largely determined by 
transfers of interest and profits on investment in Vene- 
zuelan petroleum. If these are excluded, payments under 
the head of interest and profits in the other Latin 
American countries rise between 1962 and 1964 from 


Table 18. Latin America: Service payments as a percentage of current 
foreign exchange earnings, 1951-64 


Direct Total external debt servicing 


investment Over-all 


Year or 


period earnings Interest dimer ire: ae total 
Latin America (excluding Cuba) 
1951-56 : 10.5 iL 72 3.9 Sal 15.6 
1956-60 , 11.4 pai 9.7 11.8 23.2 
1960 . Fi 10.3 2.9 12.1 15.0 25.3 
1961... 11.1 3.3 1322 16.5 27.6 
UCTSPA . igieih 3.4 12.9 16.3 27.4 
19634 . : 10.2 3.1 12.6 il5)s// 25.9 
1964> . 3 11.2 3.9 Aes ve 
Latin America (excluding Cuba and Venezuela) 

1951-56 : 5.6 15 4.9 6.4 12.0 
1956-60 : 57] 2.8 10.5 13.3 19.0 
1960. : 6.6 3.8 13.0 16.8 23.4 
1961. ; 7.3 4.1 13-2) 17.3 24.6 
1962 . : 6.5 4.3 15.4 19.7 26.2 
1963% . F 57 4.0 14.9 18.9 24.6 
1964> . : 6.3 4.8 a oo ae 


Source: ECLA, on the basis of national foreign trade statistics. 
4 Provisional figures. 
b Estimates. 
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800 to about 980 million dollars, a sum which represents 
11.1 per cent of current foreign exchange income (see 
table 18). 

Amortization payments on autonomous loans and 
compensatory financing soared in the Latin American 
countries (excluding Venezuela), and their ratio to current 


foreign exchange income increased from 13 per cent: 
1961 to 14.9 per cent in 1963. Thus, total financi 
services came to represent as high a proportion as 24 
per cent of current foreign exchange income in the grou 
of countries considered, and if Venezuela is include 
probably 26 per cent for the region as a whole. 


C. AVAILABLE RESOURCES 


1. THE EVOLUTION OF IMPORTS IN RELATION TO THE 
DOMESTIC PRODUCT 

The various factors that led to a rise in imports in the 

Latin American countries have already been discussed in 

earlier sections. As regards the supply of goods for the 


region as a whole (excluding services) imports rose | 
7 per cent in 1964, thus halting the declining trend in tl 
growth rate that had long existed, which had resulted 
the volume of imports remaining at the same level, | 
even decreasing, in recent years. The annual growth ra 


Table 19. Latin America: Evolution of the quantum of imports: annual growth rates for selected periods 


(Percentage) 
Country 1950-55 1955-60 1960-64 1962 1963 1964 
Imports of goods and services 
Argentina . 5 : —2.6 5:5 —0.8 —41 —22.8 lee 
Bolivia ‘ ‘ 5 6.5 0.4 92 19.2 2.0 12.4 
Brazil. : ‘ 4 —0.4 Tz —7.8 —2.7 —0.9 —17.9 
Chile . . : : 3.5 10.2 1.6 —18.0 —2.8 9.7 
Colombia . é : 9.2 —3.8 3.2 1.9 —6.4 15.5 
Costa Rica . - A 12.9 5.9 See 5.0 10.6 14.2 
Dominican Republic . 91 —4.0 23.0 93.8 20.7 14.3 
Ecuador . j : 17.9 2.8 6.4 0.6 0.9 23.0 
El Salvador. 5 : 50 5.0 10.3 14.3 16.3 2387) 
Guatemala . 5 : 4.8 2 74 3.1 24.1 9.9 
Haiti . : F ‘i 6.7 —7.8 0.6 — —7.7 3.0 
Honduras . A : 6.6 2.8 8.9 10.4 16.2 6.4 
Mexico : . : 4.7 5.6 8.5 —0.5 (IF 9 20.0 
Nicaragua . : : 26.1 =2:2 20.0 39'5 18.6 16.4 
Panama . ‘ < 2.4 5.0 12.2 14.5 18.0 333 
Paraguay . 3 5 6.7 2.8 1.5 —14.8 0.4 11.9 
Pere ‘ ‘ A 6.9 1.9 12.8 14.1 9.5 $22 
Uruguay . . 5 —1.4 Dee —3.9 6.8 —23.3 6.8 
Venezuela . A F 8.0 —0.6 —0.3 1.9 —11.1 8.7 
Latin America. : 39 3.4 2.4 0.6 —2.4 Teak 
Imports of goods (f.0.b.) 
Argentina . 5 < —21 6.1 —3,2 —9.0 —25.4 8.7 
Bolivia a ‘ i 6.5 1.0 11.3 2123; 5.0 12.3 
Brazil. ; : Z —0.3 6.2 —5.2 —0.1 0.2 —17.7 
Chile . P . $ 3.9 7.8 2.9 —16.8 0.9 10.4 
Colombia . : F 91 —3.4 3.5 1.2 —7.4 16.9 
Costa Rica . F ‘ 11.8 5.4 5.4 5.6 O7 14.2 
Dominican Republic . Holey —3.9 20.0 79.8 23.3 14.2 
Ecuador . < F V5 1.9 8.5 22: iS 25.5 
El Salvador. F 4 3.9 6.1 11.1 15.0 20.3 PEW 
Guatemala . ; ‘ 4.1 3.1 8.6 1.9 22.4 16.3 
Haiti . , . A Sp) —5.2 —2.6 8.1 —21.5 6.2 
Honduras . i 3 6.6 3.8 8.9 10.4 18.3 6.1 
Mexico 5 ‘ ; 4.3 4.1 13 —1.6 14.2 19.2 
Nicaragua . , < 19.6 —4,2 21.0 34.1 20.8 18.2 
Panama . : 2 3.3 gpl 12.0 14.4 15.1 —0.3 
Paraguay . 4 , 8.9 4.2 —1.5 —17.5 1.8 Dal 
Peru . 7 . ; 10.2 1.8 12.4 13.3 8.3 3.8 
Uruguay . - : —0.8 0.4 —3.6 10.3 —25.6 9.5 
Venezuela . : . 6.6 0.1 —1.4 —0.3 —12.2 10.4 
Latin America. : 3.8 Sie PRES —0.3 —2.5 Tes} 


Source: ECLA, on the basis of official statistics and IMF publications. 
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3.8 per cent in imports in the first half of the fifties 
id fallen to 3.2 per cent in the second half, and had 
anged to a decline of 0.3 per cent in 1962 and 2.5 per 
nt in 1963, a long-term trend in contrast with the 
ypreciable increase in 1964 (see table 19). 

The increase in imports in 1964 took place, with few 
ceptions, throughout Latin America, although in vary- 
g degrees, and as a result of factors that differed from 
untry to country as to their role in the evolution of 
tal demand. 


cent) and in a group of six smaller countries—Costa 
Rica, the Dominican Republic, Ecuador, El Salvador, 
Guatemala and Nicaragua—whose economies are rela- 
tively open. In those six the rise in imports was between 
14 and 24 per cent. They were also, broadly speaking, 
the countries with the highest growth rates for the pro- 
duct and income. The smallest increases (3 to 7 per cent) 
were in Haiti, Honduras, Panama, Peru and Uruguay, 
where the economic growth rates were lower, although 
they covered a wide range between a relatively high level 


Table 20. Latin America:* Growth of the gross domestic product and of imports of goods 


Gross domestic product 
(1950= 100) 


Country i. 

1960 1963 1964° 
gentina . 133.3 129.4 140.0 
livia 103.9 = 118.7), 126.2) 
azil . 175.2 200.8 203.0 
ile . 140.5 157.6 162.5 
lombia 156.9 178.6 188.1 
sta Rica . 5 TEKS) PAPA Due PRS 
yminican Republic 176.5 183.6 Ses 
uador 161.1 178.4 186.3 
Salvador. 144.5 180.1 198.7 
latemala . 145.1 167.0 178.7 
‘iti . 120.7 ioe a 
ynduras 141.4 160.7 167.6 
>xico 181.0 209.1 230.0 
caragua . 164.8 205.6 218.1 
nama 151.9 194.5 205.6 
fu.) 161.7 196.6 207.1 
uguay 122 6m wl 22,28 923,60 
nezuela . 207.7 © 237.71 ~~ 256.0 


Imports Import coefficients» 
(1950=100) (percentage of gross product) 

1960 1963 1964° 1950 1955 1960 1963 1964° 
121.3 98.0 106.6 74 Sit / 6.7 5.6 5.6 
144.1 197s 224c3 13.4 17.6 [S/O 22:2ee 23.5 
132.9 130.4 107.3 1S 5.6 Dail 4.9 4.0 
176.9 179.6 198.2 AT 2G 14.0 12s) 1357 
1279:9 127.7 149.2 10.9 13.0 9.0 7.8 8.6 
226.3 2449 279.6 7D) PAD PZ UE7/ 19/655) 2103 
142.9 263.3 300.8 16.6 21.3 13.4 23.8 ang 
226.4 249.7 313.4 916) 153 12S 13.4 161 
162°6 197.7 247.7 16.5 16.0 18.6 18.1 20.6 
142 6e 70:2, 197-7 123 13.5 12.1 12/5 13.6 
100.3 84.9 90.1 11.4 140 o}5) & cae 
166.0 219.8 233.2 14.8 18.1 come OD ee 0:0) 
151.0 167.8 200.0 U2 0:3 9.4 9.0 9.8 
1972 S53:55 417-8 1323 eee Oe S:9) 22,02 5.5 
166.0 261.9 261.2 PENG) RNS PAS hile” SLU) 
177.8 273.7 284.0 13/0 16.5 14.3 18.1 17.8 

98.0 77.5 84.9 12.6 9:9 10.1 8.0 8.7 
138:2° 118.6 130.9 22:3°) 20:2, 9 14:8 Natal 11.4 


tin America (excluding Cuba) . 160.5 177.7 187.3 
tin America (excluding Cuba and 


Venezuela) ‘ ‘ ; 156.6) 1:72:85 1181.6 
tin America (excluding Argentina, 
Cuba and Venezuela) : 5 alseys) 189.1 197.3 
tin America (excluding Argentina, 
Brazil, Cuba and Venezuela) . 158.8 181.4 193.5 


140.4 143.4 154.0 


140.9 148.3 158.5 9.4 8.8 8.5 8.1 8.2 
146.2 162.0 172.6 10.3 9.8 9.1 8.8 9.0 
151 Sie ost 99'S: IPMS silt Miles) albgy. cipa et 


3OURCE: ECLA, on the basis of official statistics. 
‘ Excluding Cuba. 


The only country in which imports declined in 1964 
is Brazil, where there was a fall of nearly 18 per cent, 
lowing on years of stagnation and decline. This fall 
Brazil’s imports is now associated with a pronounced 
cline in its growth rate and a very serious balance-of- 
ryments situation. 

The countries in which imports rose can be classified 
two main groups in relation to the degree of this rise. 
ne group consists of the countries in which the rise 
some extent represented a recovery following an earlier 
cline, and the other of those where it was a continua- 
yn of a rise that had already occurred in 1963. 

The countries that, broadly speaking, can be included 
the first group are Argentina, Chile, Colombia, Haiti, 
iraguay, Uruguay and Venezuela, while those where 
e rise represented a continuing expansion are the Central 
merican countries, the Dominican Republic, Mexico 
id Panama. 

The largest increases in 1964 were in Mexico (20 per 


2 


> Coefficients calculated on the basis of f.o.b. values at 1960 prices. 
© Provisional estimates. 


in Peru and Panama and a state of virtual stagnation in 
Uruguay. 

The general rise in imports meant that the resources 
available in the region as a whole increased slightly more 
than the domestic product. Thus the import coefficient 
in terms of the domestic product tended to rise in 1964, 
bringing to a halt the declining trend. In 1950 the import 
coefficient for Latin America as a whole had been 10.4 
per cent, falling to 9.8 per cent in 1955 and 9.2 in 1960; 
this trend continued up to 1963, when the coefficient was 
8.4 and then reversed in 1964, when it rose to 8.6 (see 
table 20). 


Three countries in particular suffered from the decline 
in the import coefficient after 1960: Argentina, Brazil 
and Venezuela. In Argentina and Brazil, where import 
substitution has reached the highest levels, the coefficient 
declined between 1960 and 1964 from 6.7 to 5.6 per 
cent in Argentina, and from 5.7 to 4 per cent in Brazil. 
However, this sharp decline cannot be regarded as an 
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indication of further import substitution and increased 
growth of the domestic economy, since the lack of suffi- 
cient capacity to import is one of the main causes of the 
economic recession in Argentina and the substantial fall 
in the economic growth rate in Brazil. In Venezuela the 
import coefficient fell from 14.8 to 11.4 per cent between 
1960 and 1964, mainly because of the policy of import 
restriction, the contraction in petroleum investment and 
the effects of a policy of import substitution that has 
become increasingly vigorous in recent years. 


Part One. Toe Latin AMERICAN Econo 


2. THE EVOLUTION OF SECTORAL PRODUCTION 


(a) General trends 


As described previously, the growth rate of the gr 
product in Latin America rose considerably in 1964, 
about 5.4 per cent, after two years of marked weakne 
There now follows an analysis of which main econor 
sectors contributed to the recovery in 1964, and how 
the process was accompanied by changes in the product 
structure of the various countries. 


Table 21. Latin America: Evolution of the product by sectors* 
(Annual growth rates) 


Sector 1955-60 1960-64 1962 1963 1964» 
Agriculture, forestry, fishing and hunting 2.6 3.0 4.2 1.5 135 
Mining and quarrying 7.0 4.4 6.0 2.6 5.4 
Manufacturing . : 6.5 5.3 Sell eS 9.5 
Electricity, gas and water 9.5 10.1 11.6 tes 9.6 
Construction Fi 4.0 3.6 2.1 2.4 8.3 
Transport and communications 4.1 3.8 2.8 2.4 4.7 
Trade and finance * 3 4.8 4.1 2.8 0.8 6.4 
Public administration and defence PRS 32 1.8 3.1 Sie! 
Other services : : 5.0 39) a2 3.8 4.8 

Total 4.6 4.1 3.4 2.0 aes) 


Source: ECLA, on the basis of official statistics. 


® Percentages calculated on the basis of gross 
product at factor cost. 


In the other Latin American countries taken together 
(excluding Argentina, Brazil and Venezuela), the import 
coefficient not only did not fall in 1964, but on the 
contrary reached a level (12.4 per cent) above that for 
1960 (11.5) and similar to those for the early fifties 
(12 per cent in 1950 and 12.7 in 1955). That is, in this 
group the volume of imports has risen over the medium 
and long term at a rate similar to that of the product 
and of real domestic income. 


This group includes a large number of small countries 
with a high import coefficient, where the coefficient rises 
with the rise in demand when income increases, and falls 
when the trend in income and demand is reversed. 


The Mexican economy deserves special mention, since 
industrial development has been proceeding apace in 
recent years, and the import coefficient, after a long-term 
decline (although not to the same extent as in Argentina 
and Brazil), rose appreciably (from 9.0 per cent in 1963 
to 9.8 in 1964), in conjunction with the extraordinary 
growth rate of 13.5 per cent in industry and 10 per cent 
in the domestic product between 1960 and 1964. 


Table 20 also gives data that permit an interesting 
comparison of the growth of the domestic product with 
that of imports between 1950 and 1960. While the 
domestic product for Latin America as a whole in 1964 
is over 86 per cent above that for 1950, the increase in 
imports is only 54 per cent, a relatively slow growth rate 
due mainly to Argentina, Brazil and Venezuela. The 
data in the table confirm the conclusion reached above, 
since they show that in the other Latin American coun- 
tries imports and the product increased at a similar rate 
between 1950 and 1960, ranging from 95 to 100 per cent. 


» Provisional estimates. 


The most striking feature was the vigorous expans! 
of manufacturing and construction, particularly in re 
tion to the growth rates of 1962 and 1963. In 1 
manufacturing rose by 9.5 per cent, one of the high 
annual growth rates of the post-war period (see table 2 
This increase restored the dynamic nature of mai 
facturing industry in relation to general economic tren 
which had slackened in 1962 and 1963 when manufact 
ing growth rates were 3.1 and 1.3 per cent, respective 
Construction growth also reached a peak rate in 19 
of 8.3 per cent, as a result not only of public investm 
but also of private building, both stimulated by the f 
that more external financing was available. 


Agriculture, on the other hand, maintained its sl 
growth rate, and in 1964 the declining trend of the | 
decade in per capita production continued. Mini 
expanded, partly as a result of the rise in exports due 
the steady demand for metals on the world market; | 
growth rate was 5.4 in 1964, as against 2.6 in 1963. 


Public utility output (electricity, gas and water servic 
continued to expand in 1964 with the same vigour 
throughout the last decade, stimulated by the mark 
expansion in electric power generation, which is | 
major branch in this sector. Electrification programn 
have been undertaken regardless of the fluctuations in ' 
general economy, since in 1962 and 1963, when the ov 
all growth rate for the region weakened, electrificati 
continued to expand at a rate of 11.6 and 7.7 per ce 
respectively; in 1964 the rate was 9.6 per cent. 


The level of the product generated in the transp 
and communications sector is very sensitive to the gene 
volume of economic activity. In 1964, in line with | 


i 
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eral economic recovery, it regained its former vigour of RETO Qtq ay © 
h a rate of 4.7 per cent, after having remained very gs | -eree : pstica ctroostae ye a2) 
during the preceding two years. In 1964 the product ci 
this sector also reflected the rise in the volume of 2(S@ | Ghdddsaca ila iiei: 
ffic resulting from the expansion in railways, roads ie ip sig ye 
d harbours carried out under the development plans Slan | aneamennd ne coer © 
ing applied in various Latin American countries. soe oe eS a hee 
ea and finance activities varied in line with the US A OE eh of A rk 
anges in the domestic supply of goods, which increased Ey) No pee lng kta md — 
ae in 1964 through the rise in industrial output Plt 
wh ie) eRe. SS nan wmonoe al 
# in imports. The growth rate in this sector was SS | 6 idciddaan ive idees of 
per cent, compared with practically nil in 1963 and : 
ly 2.8 per cent in 1962. Ak YIAON CHATYTA QOWAR ” 
Among the other services activities, the government ss Sy on Se eee Care 
ctor’s growth rate has, over the long term, closely fol- ; in Sa elt eh Niet AY Be 
wed the rate of population growth. In addition there is Soe ees aca e ees 
group of miscellaneous activities termed personal ale 
tvices, which has maintained the same long-term 8 seg BuSdadcddsue EN ee 
‘owth rate as the total gross product, although its eh ele sii It Ibe 
‘owth is somewhat less sensitive to short-term changes. 5 Slr Notqehtanatanoumas © 
hus in 1963, when the total product rose only 1.9 per = SS iciamaliad Sie SS Tae 
nt, personal services rose 3.8 per cent. It is likely that aks = 
. . . oS | RHAtAeaarnsSan congo So 
‘€ economic stagnation in that year compelled some of as Re | acticséasdcuasonn + 
ie active population to move to relatively unproductive re 3 a oH 
ctors with low wages, such as many of those included 38 
this group of services. In 1964 this sector maintained Ee Sy SonschUGevaeaccan Ga 
s relative share of the product. Rol 8 
gs 4 mamenadonGoxnqnan 9 : 
(b) Evolution of the main sectors of production ESI 8 Snot = 
There now follows a summary of the main factors 3 Sails ; S 
yverning the evolution of the major sectors of production BS | FiSq | WSekensgsesikeseg 4 |S 
| the region as a whole, and in selected Latin American EPS) mS 
yuntries (see tables 21, 22 and 23).4 = s gu | Saegtsvarnaonma = 9 
. . . is] oO SUDO ESO NCO SOE SON SIONS CN a) 
(i) Agricultural sector. The product generated in the es = 
sricultural sector rose by 1.5 per cent in 1964, and once 3 80 4 Ramasentadennedang 4 
ore the per capita product fell. In the sixties the ss “iC o4| oa San nals a ie eee 
yerage annual growth rate of this basic sector has been AS 
per cent, practically the same rate as for population g 8 f ee io 
‘owth, with the result that yet again there was a fall in ES SS | asses ella iii: S 
lis sector’s contribution to the total product, from 21.8 ERS ener Gace mas - 
| 1960 to 20.8 in 1964. > 5 Sg | Feerdesgge So ug: ; A 
Generally speaking the low level of agricultural output 3 < g . Se eee ites g 
due mainly to the slow expansion of livestock produc- Wen lec cc coerN ae eee |S 
on, which since 1961 has been largely nullifying the N = =/8 ae. pe 
ore substantial increase in crop production. In crop a Ss odoeaadu care. oS 
roduction the growth rate was lower in production for & cad les cc Paral 
port than for the home market, and the same was true ; ka GB d cpt Ol Be BER Rea ee 
yr products of animal origin. Sa haa ee IS ab beam Mae 
n 
The situation revealed by the figures for the region as 3 
whole for 1964 conceals great differences in the trends rege Ju eee ches ate Os bie ir ara mmr Ui 
f agricultural production in the individual countries. ae eal B 
able 22 shows that while in one group of countries, Be re nn S| acs 
mnsisting of Argentina, Bolivia, Chile, El Salvador, Seah Goo eens ae Scan ae | oe 
fexico and Nicaragua, the product generated rose rapidly alee ee eae ee Se S 
vith growth rates of between 5.5 and 12 per cent), in a 3 \Se Sawamneundowonetad F | 2 
cond group, containing Colombia, Guatemala, Peru =e \8 | 5 
nd Venezuela, the rates were more moderate, between Rileen Ih, Pee ad etek ae wat |te 
5 and 5 percent. Ina third group, including Honduras HE | Aod¥sGsaATGAS Face oi 5 
nd Paraguay, the growth rate was lower than the demo- tnnaMnormaceoanian of] < 
raphic growth rate for the country, while in the fourth CMe OOS eee 
roup production declined in absolute terms: Brazil ea ee ee a Bee 
—4.5 per cent), Uruguay (—9 per cent), Costa Rica Le af 
—4.5 per cent) and Panama (—2.8 per cent). g Pies Saeaa 534 a8 ig: 5 8 
————Es 3 te} 3 =] iC} 
4 Chapter III gives a detailed analysis of activity in the agriculture, 8 gS Pee g Ee a5 sa 23 : B:| $3 ak 
dustry, transport and energy sectors. Bees Ogsese52 Saosz & 
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Table 23. Latin America: Changes in the sectoral composition of the domestic product 
(Percentage of total gross product) 


i, SS SS SS 


3 Agriculture Minin, Electricity. Trade 
Country or Region fatiae cad ati a Manu- Construc- gas and 2 none ears and Government eile . Tot. 
and year hunting quarrying facturing He water finance 


eee 


Latin America 


1950 : % 24.7 4.0 18.9 3.4 O27 6.3 17.4 7.8 16.8 10 
1955 ; é Peay] 4.4 19.9 3.4 0.8 6.6 17.8 a 16.2 10 
1960 ; é 21.8 4.9 21.8 3.3 1.0 6.4 17.9 6.4 16.5 10 
19642 ‘ ‘5 20.8 5.0 22.8 3.3 1.2 6.3 18.0 6.2 16.4 10 
Argentina 
1950 : 7 18.7 0.7 28.9 49 0.9 8.5 18.5 7.9 11.0 10 
1955 i i 19.6 0.8 29.8 4.0 1h 8.4 18.0 7.4 10.9 10 
1960 F : 16.8 1.4 31.4 4.2 1153) 8.1 18.8 74 10.7 10 
19644 5 ; 16.7 1,9 32.3 3.6 1.9 79 18.6 6.9 10.2 10 
Brazil 
1950 , ; shles) 0.3 16.5 Heil 0.7 6.4 13.8 10.0 19.9 10 
1955 ‘ 2 31.0 0.3 18.9 tal 0.6 7.0 14.8 8.7 17.6 10 
1960 p 5 28.3 0.5 23.4 fe 0.8 7.6 1525 7.4 15:3 10 
19648 ; : 26.6 0.5 25:5 1.2 0.9 8.1 153 ti 14.8 10 
Chile 
1950 . : 12.5 Th? 16.7 2.3 0.7 ae PAS! 9.8 21.9 10 
1955 F ‘ 12.8 6.9 18.8 Spal! 0.8 19 2357, 9.5 16.5 1¢ 
1960 ‘ ; 12.2 7.0 18.7 2.8 0.8 pe) 24.2 9.1 17.9 1¢ 
19648 : ‘ 11.4 Ted 19.6 2.6 0.9 Tet 24.2 7.9 18.6 1¢ 
Colombia 
1950 5 2 39.8 3.6 14.2 3 0.5 5.4 14.9 55 12.9 IC 
1955 . : 522 3:5 15.4 4.5 0.7 6.9 16.3 57 11.8 aX 
1960 ; ; 34.6 4.0 17.0 37 0.9 6.4 15.3 NG 2S 1 
1964# é A 32.8 3.6 17.9 SF) 11 6.7 15.5 5.9 13.0 1¢ 
Mexico 
1950 é s 20.9 4.6 18.4 4.6 0.7 4.0 23.5 4.9 18.4 1 
1955 ‘ 2 20.2 4.4 18.9 4.6 0.8 4.3 23.1 4.5 19.2 1 
1960 : ; 17.4 4.3 20.5 5.0 0.9 41 23.0 4.1 20.7 1¢ 
19648 f i 16.0 4.1 22.1 are: 1.0 3.5 23.0 4.3 20.5 1¢ 
Peru 
1950 ; 5 27.4 » 5.4 14.6 3.5 vee 4.7 17.9 10.6 15.9 1 
1955 s . 23.8 6.5 16.6 4.5 wae ey 19.4 9.0 14.7 1 
1960 i : 22.9 9.0 17.7 ey74 ae 55 19.3 8.1 14.3 1 
1964® F ' 22.6 7.8 18.5 4.2 Sus 5.5 20.1 8.2 LEME 1 
Venezuela 
1950 8.5 26.1 9.6 4.6 0.6 Bie / 11.8? 6.6 26.5 1 
1955 Fi F ci) 26.7 ei eye | 0.9 5.1 12.9» 5.2 25.5 1 
1960 ; ‘ ths} 26.8 11.6 3.9 1.4 41 12.6 3.6 28.7 I 
19648 - % 7.4 25.1 13.4 3.9 1.9 3.8 12.5 41 27.9 I 
Central America 
1950 : 4 42.5 0.7 9.0 3.0 0.3 3.8 19.4 6.3 15.0 1 
1955 : A 39.2 0.6 9.6 Bex 0.4 4.5 20.0 7.0 15.5 1 
1960 A A 36.2 0.5 10.4 3.0 0.7 4.7 20.6 7.6 16.3 1 
1964® 4 . 31.9 ae 14.9 2.9 tee 4.8 217 Pe 1 
Source: ECLA, on the basis of official statistics. b Finance is included under other services. 


® Provisional estimates. 
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- However, it should be added that in the first group the 
gh rates in Argentina (7.2 per cent), Chile (6.4 per cent), 
exico (5.6 per cent) and Nicaragua (5.7 per cent) 
present a recovery from the decline in 1962 and 1963. 


(ii) Mining and quarrying. In this sector the product 
se by 6 per cent in 1964, as against 2.6 per cent in 
963, but the long-term trend reveals a weakening. The 
yerage annual growth rate in 1955-60 was 7 per cent, as 
gainst 4.4 per cent in 1960-64. Mining production in 
enezuela (principally petroleum production), which ac- 
punts for over half the total Latin American product for 
ining and quarrying, was mainly responsible for the 
olution of the regional product for this sector. In 
64 it rose by 5.9 per cent, after remaining stationary in 
163; similarly, there was a weakening over the past ten 
vars, since while in 1955-60 the annual growth rate was 
'8 per cent, in 1960-64 it fell to 3.7 per cent. 


Mining in Bolivia, stimulated by the favourable condi- 
ions for tin and other minerals on the world market, 
egan to expand after a period of stagnation that had 
»gun in 1953 and was particularly marked between 1957 
nd 1962; output rose by 6.8 per cent in 1963 and 5.2 per 
nt in 1964. 


There were relatively high growth rates in mining in 
64 in Chile, Colombia and Mexico, while in Argentina 
nd Peru the rates were much lower, and production 
iled to expand in Panama and Paraguay. 


(iii) Industry. In 1964 there was a halt in the decline 
the regional growth rate of manufacturing that had 
ken place in the preceding years. In the second half 
‘the fifties manufacturing output rose at an average 
imual rate of 6.4 per cent; in 1962 the rate fell to 3.0 per 
nt and in 1963 to only 1.3 per cent, but in 1964 there 
as the relatively large increase of 9.5 per cent. In the 
lier years the reduction in per capita income un- 
ubtedly had a severe limiting effect on the demand for 
anufactures, and resulted in an appreciable margin of 
hused capacity. 


Table 22 shows that the industrial recovery in 1964 
curred in most of the Latin American countries, al- 
‘ough not to an equal extent. The sharpest rise was in 
‘gentina—where manufacturing output had fallen in 
62 and 1963—Costa Rica, El Salvador, Mexico and 
enezuela. Argentina’s rise in 1964, estimated as over 
) per cent, thus represented a recovery to the quantum 
' 1961, and the 1964 level was only 8 per cent higher 
an in 1960. Despite this slow growth Argentine industry 
1964 generated nearly a third of the total gross product, 
e highest proportion for any country in Latin America. 


This was partly due to the long-standing stagnation of 
agricultural production in Argentina, which began to 
expand only in 1964. The countries with the highest 
industrial growth rate in the sixties are Mexico, Venezuela, 
El Salvador, Honduras and Nicaragua. The indexes for 
these countries, with 1960 as the base year, range between 
135 and 145 for 1964. In Mexico and Venezuela the 
already high industrial growth rates rose between 1963 
and 1964 from 9.2 to 13.5 per cent and from 7.7 to 14 per 
cent respectively. In Brazil the decline which had taken 
place in 1963 was halted. The process of reactivation of 
industry in the second half of the year resulted in an 
annual rate of 5 per cent. The increase in the industrial 
growth rate in Colombia maintained the sector’s position 
as having one of the most stable rates of expansion in 
the region, with annual rates fluctuating between 6 and 
7 per cent, both as the average throughout the fifties and 
as the annual rate for every subsequent year. 

In Uruguay there was a significant increase in manu- 
facturing for the first time for a number of years, in 
contrast with the stagnation or decline in 1961-63 and 
the low average growth rate for 1950-60. Nevertheless, 
in 1964 the gross product generated in this sector was 
only 1.8 above that for 1960. In Peru preliminary esti- 
mates indicate a growth rate for industry similar to that 
in 1963 (5.6 per cent), which was lower than that in earlier 
years, although always in line with a relatively dynamic 
trend. In Chile the industrial growth rate decreased for 
the second consecutive year, in contrast to the high rate 
attained in 1962; nevertheless, over the period 1960-64 
the sector has been expanding at an annual rate of over 
7 per cent, that is, much more rapidly than in the second 
half of the fifties, when the annual rate was 3.2 per cent. 

(iv) Electricity, gas and water. The group of activities 
covered by this sector constitutes the most dynamic 
element of the product for the region. In 1955-60 the 
average rate of expansion was 9.5 per cent a year, which 
increased to an average of nearly 10 per cent for 1960-64. 
Its contribution to the region’s gross product, although 
still low, has gradually been increasing, and nearly 
doubled between 1950 and 1964, when it rose from 0.7 
to 1.2 per cent. 

The generation of electric power, the most dynamic 
branch in this sector, expanded at the high rate of 11 per 
cent in 1964. This was partly the result of the construc- 
tion of large electricity plants carried out under the 
electrification programmes established by the various 
countries, and also to a more rational rates policy, which 
led to an expansion of installed capacity and better use 
of existing capacity. 


D. EMPLOYMENT PROBLEMS AND PRODUCTIVITY TRENDS 


1. EMPLOYMENT TRENDS 
(a) Population growth and urbanization 
In the last forty years Latin America’s population has 
own 150 per cent, and the increase in the labour force 
S been proportional, although the most striking fact 
lating to the labour force is the rapid increase in the 
ulation of working age. In fact, the population 
tween the ages of 15 and 65 increased by nearly 30 per 
nt during 1950-60, as against 25 per cent during the 


preceding decade, and the estimated rate for the sixties 
is 32 per cent. This general expansion has been accom- 
panied by a lowering of the average age of the labour 
force, due mainly to the reduction in infant mortality in 
preceding decades, a process which will presumably 
intensify during the next decade. 


Another major factor is the mass migration to the 
towns, which has transformed Latin America from a 
mainly rural region to one in which the urban population 
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predominates. In 1925 the urban population® represented 
about 30 per cent of the total population, whereas it is 
estimated that in 1965 it will constitute half the total. 
During 1955-60 the urban population grew at the peak 
rate of 4.5 per cent a year, which represents an increase 
of 55 per cent during 1950-60, as against 44 per cent for 
the preceding decade (see the absolute figures in table 24). 
Among the Latin American countries that have reached 
the highest level of industrialization, the three in the 
southern tip of the continent taken together have a high 
concentration of their population in the towns, 64.6 per 


who were largely unskilled and who had little pros 
of finding productive employment. 

Furthermore, the rapid growth of large industries ¢ 
other modern forms of production of goods and serv! 
has led over recent years to an increasing demand 
skilled labour, which can only be supplied by means 
an adequate educational programme. The low edu 
tional level of the bulk of the population and the ina 
quate nature of the education provided in the prim 
and secondary schools represent a serious obstacle 
vocational training. 


Table 24. Latin America: Urban population and economically active population® 
Cn thousands) 


1950 1955 1960 1962 

A. Total population . ; . 150,638 172,753 199,144 210,748 

Rural population . 5 . 91,926 99,593 107,954 111,512 
Percentage of total - ; 61.0 ahs) $4.2 52.9 

Urban population . ; ‘ 58,712 73,360 91,190 99,236 
Percentage of total : : 39.0 42.5 45.8 47.1 

B. Active population . 5 ; 51,305 58,120 65,951 69,710 

In agricultural activities . F 27,433 29,314 31,480 32,410 
Percentage of total ; j 53.5 50.4 47.7 46.5 

In non-agricultural activities . 23,872 28,806 34,471 37,300 
Percentage of total : 2 46.5 49.6 5Y73) 53.5 


Source: ECLA, on the basis of official statistics, 
and unpublished figures for individual countries. 


cent in 1950 and 68.2 per cent in 1960. In 1960 the per- 
centage of the total population represented by the urban 
population was 81.8 per cent in Uruguay, 67.6 per cent in 
Argentina, and 65.4 per cent in Chile. Yet the annual 
growth rate of the urban population in those countries 
(2.6 per cent) is much lower than the estimated rate for 
the rest of Latin America as a whole (4.5 per cent) for 
the present five-year period. In 1960 the urban population 
represented over 50 per cent of the total in Venezuela, 
Mexico and Cuba (62.9, 54.8 and 54.6 per cent, respec- 
tively), and below 50 per cent in Colombia, Brazil and 
Peru (46.1, 38.3 and 35.8 per cent, respectively). In the 
Central American countries, where industrialization is at 
the initial stage, the percentage represented by the urban 
population in the area as a whole was even lower (30.1 
per cent). 

Furthermore, the annual growth rate of the urban 
population in 1950-60 was extremely high in Venezuela 
(6.9 per cent), and very high in Brazil and Colombia 
(5.3), Mexico (5), Peru (4.9) and Central America (4.8); 
the rate in the large cities, especially the capitals, was 
even higher than these averages. 

Those who migrated from the rural areas to the towns 
were mainly the excess in the agricultural labour force, 
who are the poorest and least skilled among the rural 
population. This migration, in conjunction with the 
rapid population growth and the lack of public funds 
needed to raise the educational level, meant that during 
the fifties, to a much greater extent than in any earlier 
period, there was a heavy influx into the towns of people 


> The urban population covers those living in population centres 
with over 2,000 inhabitants. 


® Excluding Cuba. 


Thus the gap has been growing between the increasit 
specialized needs of modern enterprises and the qu 
of the labour that the employment-seeking masses 
furnish. 


(b) Employment in agricultural and non-agricultura 
activities 

The first indication of the structure of employm 
and the most significant in all developing countries 
the ratio between agricultural and non-agricult 
employment. In 1950 the active population in agricul 
represented over 53 per cent of the total active populat 
whereas by 1962 the figure had dropped to 46 per ¢ 
(see again table 24). 


Agricultural activities, together with forestry 
fishing, absorbed as much as 40 per cent of the t 
increase in employment in 1925-50, whereas bety 
1950 and 1962 this percentage fell to only 26 (see t: 
25). 


Manpower absorption by the agricultural sector va 
widely from country to country. In the fifties the 
centage of the labour force absorbed by this sector 
only 6 in Uruguay and Chile; 11 in Venezuela; 1’ 
Colombia; 25 in Brazil; 35 in Mexico; 37 in Peru, 
53 in Central America. In Cuba there was a mat 
reduction in the agricultural labour force during 
period. These figures show that agricultural employn 
increased very slowly in the countries with the hig 
urban population density, where the agricultural lat 
force tended to decline; in those countries where 
growth rate of the urban population has been very h 
as in Venezuela, Brazil and Colombia, the channel 
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Table 25. Latin America: Absorption of the net increase in the active population by main economic 
sectors and growth rate of employment in each sector, 1950-62 


1950-55 1955-62 
Sector Percentage Percentage 
ee Sees pe pote a) tora eae 
Total? = :  OLSL5: 100.0 Pe 11,590 100.0 2.6 
A. Agricultural sector : . 1,881 27.6 13) 3,096 26.7 1.4 
B. Non-agricultural sectors - 4,934 72.4 3.8 8,494 oes 3.8 
1. Goods and basic services . 2,189 32.1 3.4 3,035 26.2 2.8 
Mining . 4 ‘ . 52 0.7 1.8 81 0.7 1.8 
Manufacturing : ; 892 eka 2S 1,369 11.8 P92 
Factory sector . F 566 8.3 3.1 968 8.4 Sil 
Artisan sector : 5 326 4.8 1.6 401 3.4 1.3 
Construction . i P 680 10.0 6.4 593 5.1 3.0 
Basic services . 3 S 565 8.3 4.8 992 8.6 4.5 
2. Services . F ‘ . 2,475 40.3 4.3 5,459 47.1 4.6 
Trade and finance . . 911 13.4 4.2 L577, 13.6 4.1 
Government . F ‘ 363 Shs) 4.0 579 5.0 Si5/ 
Miscellaneous services . 1,367 20.1 5.0 2,338 20.2 4.6 
Unspecified activities i 104 ibs} 1.6 965 8.3 8.0 
Source: ECLA, on the basis of official statistics, ® Excluding Cuba. 


and unpublished figures for individual countries. 


Table 26. Changes in agricultural employment in recent years in Latin America and in the industrial 
countries 


Agricultural employment (percentage) 


Sefer ss 
Period aan hange Annual CHGNE EE 
vk Beviming = Ending, ron Mer cf 
Federal AS ad of Pa oa 1950-62 24.7 13.5 —40.6 —44 —21.2 
Sweden : 1956-63 19.4 10.6 —4.0 —8.8 
Belgium. : 4 . 1950-60 11.1 6.9 = 3h )/ —22.4 
Denmark . , , . 1950-60 24.9(1955) 19.1 —3.1 ee 
France ; - A . 1954-62 28.2 20.7 —3.1 
United States . . 1950-60 12.4» 6.7 —31.6 —2.8> it 
Norway. P 5 . 1949-59 30.5 21.6 —2.8 —7.1 
Ireland : e r . 1950-60 40.9 (1951) 36.0 (1961) —2.8 —5.1 
Austria é ‘ - . 1951-60 33.0 232. —2.6 —7.1 
Switzerland . 5 : . 1955-60 16.5 11.1 —2.4 aes 
Netherlands 3 . . 1950-60 14.3 9.9 —2.1 —8.1 
Canada : F j . 1951-62 19.3> 11.3» —22.8 —1.9> 
Yugoslavia . . ‘ . 1953-61 60.0 48.0 —1.8 
Great Britain ‘ : . 1951-60 5.6 4.0 —1.6 
Finland . . : . 1950-60 45.0 35.0 —1.5 
Italy . . ‘ : . 1950-60 39.9 28.0 —32.4 -—1.5 
Poland A 5 . 1950-60 56.6 47.8 —1.0 
Spain . ‘ 5 s . 1950-60 49.8 41.9 —0.9 
Portugal . : : . 1950-60 49.7 44.2 —0.9 
Greece : é j . 1951-61 48.2 53.4 3.4 
Latin America®. 3 . 1950-60 53.1 47.3 14.3 1s) 

Sources: DILO, Yearbook of Labour Statistics, 1956-63. 


® FAO, Whither European agriculture ? (document : ; 
ERC/64/4(5) of the Fifth Regional Conference for © ECLA, on the basis of unpublished figures and 
Europe, held at Salzburg, Austria, in October 1964). data on individual countries. 
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of the increase in the labour force into agriculture has 
been less than in other countries, where agriculture 
absorbs a large proportion, if not the bulk, of this 
increase. 


It is revealing to analyse the evolution of agricultural 
employment in relation to industrialization. Table 26 
gives figures on the changes in agricultural employment 
that have taken place in recent periods in the United 
States, certain European countries and Latin America. 
The first conclusion to be reached is that the reduction 
in agricultural employment in the industrial countries 
is universal. While the same development can be expected 
in Latin America in the next few years, the situation is 
somewhat different. The reduction in the agricultural 
labour force in the European countries that are already 
industrialized or in course of industrialization is accom- 
panied by an even sharper reduction in the number of 
farms. The merging of agricultural properties is pro- 
ceeding apace in many European countries. In Latin 
America, on the other hand, the trend is towards splitting 
up of properties and agricultural settlement, which tends 
to increase the number of families, and the number of 
workers, in the agricultural sector. 


Non-agricultural activities in the region absorbed over 
12 million workers between 1925 and 1950 (60 per cent 
of the total increase in employment), whereas between 
1950 and 1960 alone they absorbed almost as many, over 
11 million, representing about 73 per cent of the total 
increase in employment during the decade. However, 
this development does not represent an adequate increase 
in the absorption of manpower in fully productive activi- 
ties, but rather a rapid increase in the urban population, 
resulting from autonomous social forces largely inde- 
pendent of the opportunities of productive employment 
created by the economic process. The root of the problem 
is the sharp difference between population growth and 
economic growth in Latin America; while the economic 
growth rate either remains the same, or even declines, 
the rate of population growth and migration to the towns 
is rising, and thus it is increasingly difficult for the 
expanding labour force to be absorbed in the towns. 


In these conditions there is a greater shift in the labour 
force towards work that is unproductive and pays very 
little. This results in continued distortion of the structure 
of urban employment, which in turn affects the pace of 
development in Latin America and creates serious prob- 
lems and social tensions, increasingly so in recent years. 


The absorption of manpower in the various sectors of 
the economy is affected by many different factors. The 
first group include factors relating to the technological 
structure of production and the relative contribution of 
capital and labour. In activities where the capital com- 
ponent bulks large, or where complex technology is 
involved (such as manufacturing, large-scale and medium- 
scale mining, large construction enterprises, much of the 
public utility services and, in general, what might be 
termed the modern sector of the economy), the employ- 
ment growth rate is relatively small: about 3.6 per cent 
in 1950-55 and 2.5 per cent in 1955-62. Employment 
prospects are determined by the techniques used, capital 
density and the operational structure of the enterprise. 
The absorption of additional manpower depends on the 
capital available for additional investment, hence the 


fairly close relationship in this sector between manpoy 
absorption and the level of investment. 

In other types of activity, mainly those relating 
public administration and the other services provic 
by the public sector, manpower absorption is affec 
by what might be termed institutional or political facte 
These activities absorbed manpower at the rate of 4} 
cent annually in 1950-55 and 3.7 per cent in 1955- 
The capacity of such activities to absorb manpower 
contingent, above a certain level, on what the natio: 
budget makes possible, and this in turn depends 
income, the financing available, subsidies, investm 
plans and general economic activity. 

Similarly, in many cases the number employed 
enterprises, either public or private, that provide ba 
services often exceeds the technical and economic requi 
ments of the enterprises concerned because of cert 
trade union agreements, or because of a decision 
maintain a given level of employment. The same situat 
may arise in manufacturing or mining enterprises, o1 
other productive activities that are State-controlled. 

For the mass of workers not absorbed in activit 
involving an advanced technology, or by the pul 
sector—and in the developing countries this me; 
the great bulk of the labour force—absorption is det 
mined more in accordance with the principles of sup 
and demand. When the demand for certain types 
workers is small, or contracts, the workers accept wa 
so low that they are reduced to a bare subsistence le 
Employment in such jobs increased at an annual rate 
3.8 per cent in 1950-55 and 4.4 per cent in 1955-62. 


(c) Trends in the distribution of employment among n 
agricultural activities 

The manpower absorption of the different sect 
varied between 1950 and 1962. In the first place, th 
was a reduction in the addition to the non-agricultu 
labour force that found employment in the sectors p 
ducing goods and basic services, as against the proporti 
absorbed in the other service sectors. Whereas betwi 
1950 and 1955 the production of goods, together ¥ 
the basic services, gave employment to 44 per cent 
the addition to the labour force, in 1955-62 this perc 
tage fell to 36. This means that the services had 
provide employment for 56 to 64 per cent of the additio 
workers, respectively, and it appears that the percent 
for 1960-64 will be even higher (see again table 25). 


This distribution contrasts unfavourably with that 
Europe, both in the industrial countries and in 
developing countries. For example, if Latin Americ: 
compared with the countries of southern Europe (Gree 
Italy, Portugal, Spain and Yugoslavia), in most cases 
sectors covering the production of goods and be 
services will be found to absorb a higher proportion 
the addition to the labour force in those countries tl 
they do in Latin America; only in Italy, because of 
development of the tourist trade over the last ten ye: 
and because of its high rate of general economic groy 
was there a percentage of manpower absorption by 
goods and services sectors in 1961-62 that was very cl 
to that in Latin America in recent years. 

A comparison with the countries with the higt 
income levels (the United States, Canada and Austral 
where employment in the services increases much m 
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ile 27. Latin America :* Absorption of the net increase in the active 
ulation by main economic sectors, and growth rate of employment 
in each sector 


Un thousands and percentages) 


1950-60 


Sector 


Net Percentage of | Growth 
increase total increase rate 
al ; 2 oe L5:071 100.0 Bs) 
Agricultural sector 4,025 26.7 3 
Non-agricultural sectors 11,046 73.3 3.7 
1. Goods and basic services. 4,865 32:3 3.4 
Mining . 130 0.9 Rt 
Manufacturing ee PA 14.0 Bs) 
Factory sector . Eee 1-439 9.5 33 
Artisan sector 672 4.5 5 
Construction . 1,341 8.9 5.3 
Basic services . 1,283 8.5 4.6 
2. Services . 6,181 41.0. 41 
Trade and finance 2,065 13.7 4.1 
Government 783 a2, 3.8 
Miscellaneous services 3,031 20.1 4.7 
Unspecified activities 302 2.0 2.2, 


OURCE: ECLA, on the basis of official statistics, and unpublished 
res for individual countries. 


During the sixties there were significant variations 
between the countries of the region in this respect. In 
the three countries of the southern tip, Argentina, Chile 
and Uruguay, the most dynamic sectors absorbed only 
18 per cent of the addition to the labour force, whereas 
in Brazil, Mexico and Venezuela the percentages were 33, 
31 and 29, respectively. In Colombia and Peru the 
figures were lower (between 24 and 25 per cent), and in 
Central America the proportion was only 13 per cent. 
For the figures for the region as a whole, see tables 27, 
28 and 29. 


G@) Employment in manufacturing. Broadly speaking, 
in the fifties factory industry absorbed about 9.5 per cent 
of the addition to the labour force of Latin America 
(see again table 27). In Argentina, Uruguay and Chile, 
where the levels of industrialization and urbanization are 
relatively high, the percentage was only 5.4 per cent; in 
Mexico it was 17 per cent, in Venezuela 13, in Peru 11, 
in Brazil 8 and in Colombia 7. In Central America it was 
5.1 per cent, very close to the figure for the three countries 
of the southern tip, even though in Central America 
industrialization is still in the early stage. 


During 1955-62 the factory sector was the only branch 
of the sector producing goods which absorbed an in- 
creasing share of the addition to the labour force, 


Including Cuba. although the trend declined in 1961 and 1962, and it 
Table 28. Latin America: Estimated active population by economic sectors 
(Thousands) 
Sector 1950 1955 1960 1962 
Total® 51,305 58,120 65,951 69,710 
A. Agricultural sector 27,433 29,314 31,480 32,410 
B. Non-agricultural sectors. 23,872 28,806 34,471 37,300 
1. Goods and basic services 12,016 14,205 16,628 17,240 
Mining 557 609 681 690 
Manufacturing . 7,379 8,271 9,373 9,640 
Factory sector 3,526 4,092 4,875 5,060 
Artisan sector 3,853 4,179 4,498 4,580 
Construction 1,932 2,612 3,187 3,205 
Basic services 2,148 2,713 3,387 3,705 
2. Services ; 11,856 14,601 17,843 20,060 
Trade and finance 3,982 4,893 5,995 6,470 
Government 4 1,678 2,041 2,419 2,620 
Miscellaneous services 4,955 6,322 7,899 8,660 
Unspecified activities . 1,241 1,345 1,530 2,310 
Source: ECLA, on the basis of official statistics, ® Excluding Cuba. 


and unpublished figures for individual countries. 


idly than in the sectors producing goods, shows that 
- proportion of the addition to the total labour force 
sorbed by the manufacturing sector in those countries 
the fifties was much higher than in Latin America. 


Excluding the artisan sector, both rural and urban, 
ich in Latin America has a very low productivity, the 
st dynamic group of sectors (mining, manufacturing, 
istruction and basic services) gave employment in 
)5—62 to 23 per cent of the increase in the total labour 
ce, and 77 per cent was absorbed by the other sectors, 
ich in Latin America was generally of slow growth; in 
30-55, on the other hand, the dynamic sectors absorbed 
per cent of the addition to the labour force. 


appears that since 1960 the percentage of total employ- 
ment in Latin America contributed by factory industry 
has declined. This decline does not reflect any con- 
traction in the volume of industrial production, but is 
the result of structural changes that have affected the 
product-employment ratio in this sector, which is rapidly 
being modernized. 

(ii) Employment in construction. The construction sec- 
tor contributed almost as much as factory industry in 
direct absorption of the labour force. Between 1950 and 
1960 construction provided 8.9 per cent of the increase 
in total employment, as against 9.5 per cent for factory 
industry. In Argentina, Chile and Uruguay construction 
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employed 3.8 per cent of the addition to the labour force, 
and in Brazil the percentage was 13.5, actually higher 
than for factory industry. In Colombia the percentage 
was 8.9 and in Mexico 6.7; in Venezuela it was 5.1, a 
rather low figure due to the fact that in that country 
large-scale construction is carried out on a highly mech- 
anized basis. In Central America the percentage was 4.9 
and in Peru 4.3. 

From 1960 onwards the absorption of manpower by 
the construction sector declined for the region as a whole, 
and fluctuated sharply. In a group of countries including 
Chile and other countries of the Pacific coast as far as 


The percentage of the labour force employed in | 
sector rose from 30 in 1925-50 to 41 in 1950-60. 
might be expected, the highest percentages were for 
most urbanized countries. Thus, in 1950-60 the serv 
absorbed no less than 71 per cent of new workers 
Argentina, Chile and Uruguay; in Venezuela, wt 
urbanization is proceeding very rapidly, the proport 
was 57 per cent, and in Colombia, for the same reas 
it was 49 per cent. In Brazil it was 38 per cent anc 
Peru 37 per cent, while the percentages for Cen 
America and Mexico were 30 and 29, respectively. ' 
relatively low percentages for the last four count 


Table 29. Latin America: Distribution of the active population by economic sectors, and ratio to the 
total population 


(Percentage) 


Percentage distribution of the 
active population 


Sector 


Ratio of the active population 
to the total population 


1950 1955 


Total® 2 100.0 100.0 

A. Agricultural sector S355 50.4 

B. Non-agricultural sectors. 46.5 49.6 
1. Goods and basic 

services. 23.4 24.4 

Mining 5 1.1 Gi 

Manufacturing . 14.4 14.2 

Factory sector 6.9 7.0 

Artisan sector deo) i? 

Construction Be 4.5 

Basic services 4.2 4.7 

2. Services 23a 2501 

Trade and finance 7.8 8.4 

Government 3:3 3.5 

Miscellaneous services 9.6 10.9 

Unspecified activities . 2.4 238 


1960 1962 1950 1955 1960 1962 
100.0 100.0 34.0° “33:6 33-0 yaaa 
47.7 46.5 18:2 17.0 15:89 15:4 
52.3 5315 LSS 1657 Sees, 
25.2, 24.7 8.0 8.3 8.3 8.2 
1.0 0.4 0.4 0.3 0.3 0.3 
14.2 13.8 4.9 4.8 4.7 4.6 
7.4 7.3 23; 2.4 2.4 2.4 
6.8 6.5 2.6 2.4 2.3 Paps 
4.8 4.6 1.3 1.5 1.6 1.5 
S22 Ske) 1.4 1.6 17 1.8 
Ziel 28.8 7.8 8.4 9.0 95 
9.1 9.3 2.6 2.8 3:0 ett 
357 3.8 URL 2 Pe 2 
12.0 12.4 3.3 Shi! 4.0 4.1 
P83) 3.3 0.8 0.8 0.8 teal 


Source: ECLA, on the basis of official statistics, 
and unpublished figures for individual countries. 


Mexico, employment rose because of the large-scale 
housing and public works programmes. On the other 
hand, in Argentina in 1962 and 1963, and in Brazil in 
1963 and 1964, building employment fell because of the 
economic recessions in those countries. 


The small expansion, stagnation or decline that took 
place in construction activities and employment had an 
adverse effect on the composition of the urban labour 
force, and limited its growth. In fact the annual growth 
rate of the labour force in construction declined appreci- 
ably in 1955-62, amounting to only 3 per cent, as against 
6 per cent in 1950-55 (see again table 25). Consequently, 
the contribution of construction to total employment, 
which was 4.8 per cent in 1960, fell to 4.6 per cent in 
1962 (see again table 29). 


(iii) Employment in the services sector. As previously 
noted, the services sector® absorbs a high and increasing 
percentage of the addition to the labour force. 


6 This sector covers a variety of activities that can be described as 
services, which are difficult to classify or are carried out on an 
irregular basis. It excludes the basic services, mainly water, elec- 
tricity and gas, together with transport and communications, which 
have been dealt with above together with the production of non- 
agricultural goods. 


® Excluding Cuba. 


were due mainly to the high proportion of new emp 
ment which continued to be provided by the agricult 
sector. 


Among the most important services, from both 
economic and the employment standpoint, are trade 
finance which during 1925-50 absorbed 9.8 per cen 
the total addition to the labour force, as compared \ 
12.2 per cent for factory industry during this period. 
1950-60 the situation was reversed, since trade — 
finance provided employment for 13.7 per cent of 
total increase in the labour force, and manufactw 
only 9.5 per cent. 

Table 30 compares the evolution of the employn 
and product generated in the trade sector with thos 
the sectors producing goods (agriculture, mining 
manufacturing). The sharp relative increase in emp 
ment in trade and financial activities is in no way justi 
by the increase in the product for this sector or in 
total volume of goods presumably circulated thro 
trade channels. The figures show that in 1950 emp’ 
ment in trade represented 11.3 per cent of employn 
in agriculture, mining and industry combined; this | 
centage gradually increased, and in 1962 was 15.1 
cent, whereas the product generated by the trade se 
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emained practically stationary at about 37 per cent of 
nat generated by the other three sectors combined. The 
ame disproportionate rise in employment in the trade 
sector, in relation to the rise in its product compared 
fith that of the other three sectors combined, is found 
1 every country of the region. 


able 30. Latin America: Ratios of employment and the gross 
roduct in trade and finance to employment and the product in agri- 
culture, mining and industry as a group 


Employment in The product of 


trade and finance _ trade and finance Indexes 


car feapireemiags, ana percenitge ~Eraployment Proust of 
agriculture, of agriculture, ue eo = sini ee 
‘ep Te ges finance manufacturing 
950 11.3 36.6 100 100 
955 12.8 36.9 123 128 
960 14.5 37.0 150 162 
962 Sa 37.0 162 178 


Source: ECLA, on the basis of official statistics, and unpublished 
gures for individual countries. 


The other services item that most affects employment 
; what are termed the miscellaneous services. This group 
icludes professional services, and all the various personal 
nd distributive services. Employment in such activities, 
yhich increased in 1950-55 at an annual rate of 5 percent, 
laintained the high rate of 4.6 per cent in more recent 
ears. This sector absorbed 20 per cent of the total 
icrease in the labour force, and if what are termed the 
nspecified activities, which also include various types 
f service, are added to this group, the proportion rises 
rom 21.6 per cent in 1950-55 to 28.5 per cent in 1955-62. 


(d) Marginal employment and unemployment 
It is now pertinent to make some comments on the un- 
mployment problem in Latin America, in the light of 
1e above statistical survey. Although the unemployment 
fatistics are undoubtedly defective, the incomplete data 
vailable, which generally relate to metropolitan areas 
nd to countries where labour administration is better 
tganized, justify the view that unemployment in Latin 
‘merica has shown a sharply rising trend in recent 
ears, reflected in some reduction in the proportion of 
1e total population represented by the active population. 
[is estimated that between 1950 and 1962 this proportion 
ll by 1 per cent of the total labour force (see again 
able 24). In relation to total employment in 1962, 
mounting to about 70 million workers (not including 
suba), this would represent a minimum figure of 700,000, 
nd a large part of this figure would reflect an increase 
1 the chronic unemployment in Latin America during 
is period. This figure, of course, does not include 
smporary and seasonal unemployment, nor the vast 
umbers who are apparently employed, but in marginal 
Ctivities whose productive value is practically nil. This 
; a very serious problem since it in fact represents 
oncealed unemployment which far exceeds overt un- 
mployment. It would not be surprising if, in future, the 
itter increased at the expense of the former, and this 
ould place Governments in a difficult position since they 


would have to face commitments which would place a 
severe strain on their economies. 

The changes in the ratios between the active and total 
populations during the last decade may also be due to 
the changes in the population structure, resulting from 
the increasing proportion of lower age groups that are 
not included in the active population. Similarly, there 
has been a rise in the proportion of the population of 
school age. However, it should also be noted that there 
has been a rising trend in female employment. In any 
case, it can be assumed that the decline in the percentage 
of the total population represented by the active popu- 
lation is an indication that unemployment is increasing. 


At present, however, under-employment in several 
sectors is more extensive and general than concealed or 
overt unemployment. It would be no exaggeration to 
estimate that in many Latin American countries under- 
employment affects 30 or even 40 per cent of the total 
labour force. This phenomenon is very difficult to 
measure, but it undoubtedly has a decisive effect on the 
productivity of the active population, and thus on the 
volume and pace of the increase of the region’s real 
income. 


2. TRENDS IN THE PRODUCT PER WORKER IN THE MAIN 
ECONOMIC SECTORS 


The average ratios between the product and the number 
employed’ in the main economic sectors reveal significant 
differences in productivity. The estimated figures for 
Latin America (see table 31) indicate the expected low 
productivity in the agricultural sector as compared with 
non-agricultural (in 1962 the estimated ratio was 1 : 3.1), 
and the low productivity in the artisan sector (including 
cottage industries) compared with the factory sector (a 
ratio estimated at 1 : 8.6 in 1962). 

Average productivity in mining is high, but this is 
mainly due to Venezuelan petroleum production, since 
if Venezuela is excluded the average product per worker 
in this sector is reduced by more than half (see table 32). 


The relatively low productivity in construction (less 
than a third of the level for manufacturing) is due to the 
rather simple techniques still used in most construction 
work in Latin America and to the large proportion of 
unskilled labour employed at a low wage level. 


The level in the trade and finance sector, particularly 
up to 1950, when the product per worker was almost as 
high as in manufacturing, is due to the relatively high 
profit margin, not to a high wage level, since in this 
sector the bulk of the workers earn very little. In recent 
years there has been a greater difference between the levels 
in the trade and factory sectors, because the product per 
worker has risen faster in the latter. 


It would be rash to draw any conclusions from the 
figures for the miscellaneous services sector, because the 
activities covered are so heterogeneous. This sector 
covers both professional services, with a high level of 
product and income (probably even higher than the 
average for the government sector), and the ill-paid 
domestic services and other services in which productivity 


? This relates to the value added, at factor cost and constant 
prices, per person employed per year. This ratio is usually taken as 
an index of labour productivity, although a more exact index would 
be the product per man/hour worked. 
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is very low. The analytical problems are greater if the technical, economic and social requirements of develop 
unspecified activities are included, since these are mainly ment, and is revealed as dangerously low by a compariso 
various types of marginal service in which the average with the industrial countries, where agricultural prc 
product per worker is even lower than in the artisan ductivity has increased at an average rate of 4 or 5 pe 
sector. cent a year (see table 33). 

Only a more detailed study of all the various activities The factors that have led to the rise (though slow) i 
included in each sector, in the light of the structure of agricultural productivity in Latin America are ver 


Table 31. Latin America: Gross product per worker, and its growth rate 


Product per worker Growth rate of product per worker 
Sector (1960 dollars) _______aral percentage) 
1950 1955 1960 1962 1950-55 1955-60 1960-62 1950-62 
Total : 2 : , : 858 959 1,058 1,092 2.3 2.0 1.6 2.0 
Total excluding housing. - 4 809 907 998 1,031 23 19 1.6 2.0 
A. Agricultural sector F : 5 396 454 482 511 2.8 1 B94 2.9 2 
B. Non-agricultural sectors 4 . 1,284 1,368 1,469 1,482 a3 1.4 0.5 12 
1. Goods and basic services . ae) 1261 1,420 1,627 13723 2.4 2.9 29 2.6 
Mining including 
Venezuela . : 2 5 Shek 3,996 5,011 5,443 =y5 4.6 4.2 4.8 
Excluding Venezuela . . (,644) (1,874) (2,364) (2,610) (2.7) (4.8) (5.1) (3.9) 
Manufacturing : 5 = SR Sy 1,344 1,821 1,746 3.6 3.8 3.8 3.7 
Factory sector . , . 2,009 2,377 2,795 3,001 3.4 3.3 3.6 3.4. 
Artisan sector. . : 317 333 348 353 0.9 0.9 0.8 0.9 
Construction . : - 765 721 720 735 —1.1 0.0 1.0 —0.3 
Basic services . 4 Z = 43691 1,748 1,817 1,833 0.7 0.8 0.5 0.7 
2. Services . 3 . : se 1,306 1,317, 1,321 T2T5 0.1 0.0 —1.7 —0.2 
Trade and finance . ; a Riv 2,025 2,084 2,123 1.0 0.6 0.9 0.8 
Government . : : = e042 1,928 1,841 1,810 —1.1 —0.9 —0.9 —1.0 
Miscellaneous services . € 890 851 839 819 —0.9 —0.3 —1.2 —0.7 
Unspecified activities ; é (712) (702) (703) (647) (—0.3) (0.0) (4.2) (—0.8) 


Source: ECLA, on the basis of official statistics, and unpublished figures for individual countries. 


employment and the productivity in real terms, would different from those that operate in the industrialize 
permit a clearer analysis of labour productivity in the areas, and this is one reason for the difference betwee 
economy. This would be of great value in planning the two. In Latin America the rise in productivity we 
studies because it would open the way to a precise due mainly to the reduction of under-employment resul 
definition of the problem of the optimum use of factors. ing from the migration of large numbers of rural workei 
to the towns, while the increase in the product pe 

Table 32. Latin America :* Average product per worker in mining and man/hour worked played a much smaller part. In tk 
manufacturing, 1950-62 industrial countries, on the other hand, there is no greé 

(1960 dollars) problem of under-employment in agriculture (except 1 

a few cases like Japan and Italy), and the rise in prc 

1950 1955 7660 1962 ductivity was due to intensive mechanization, more us 


of fertilizers and better organization of production. Thi 
Fé the product per worker increased more rapidly than tk 
Mining product per worker for average for the non-agricultural sectors, and the trad 


cms ote Annes 3,118 3,996 5,011 5,443 tional features of agriculture in the industrial countric 
Bindiha: Nemeroela:s 1,644 «1,874 2364 2,610 changed radically through the adoption of the new form 


Sionitadlectig epproducts for of production and organization that were former! 

Tee arta. : . 2,009 2,377 2,795 3,001 regarded as the prerogative of the factory industrie 

The same process has not yet taken place in Lati 

America, apart from certain advances that, though in 

Source: ECLA, on the basis of official statistics, and unpublished portant, have been limited to a few products only, an 

age ncn ree POREtEiEs, therefore have only a limited effect on the agricultur: 
sar pach ri economy as a whole. 


(ii) The annual growth rate of productivity in th 


The most characteristic and significant changes in mining sector in Latin America remained at the high lev 
recent years in sectoral productivity are listed below. of between 4.6 and 5 per cent throughout 1950-62. | 
(i) The growth rate of agricultural productivity declined Venezuela is excluded (since the growth rate of th 
in the second half of the fifties, and showed signs of product and productivity there was much higher i 


recovery after 1960. The annual growth rate of 2 per 1950-55 than in recent years) the annual growth rate fc 
cent during 1950-62 is far below what is needed for the mining productivity since 1955 in Latin America he 
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Table 33. Growth of the gross product per worker in Latin America® and in the principal industrial 


countries? 
(Annual percentage) 
; Federal - , 
Sector : Paid Japan? Italy® i ‘dened K are Canada* ae 
1950-62 1951-59 1951-61 1950-59 1949-59 1949-60 1948-60 
Total 7 - 2.0 5.8 Sel, 6.1 14 2.8 PES) 
Agriculture . IH9) 4.0 6.3 6.8 4.1 5.4 4.5¢e 
Mining . . 4.8 —0.1 0.9 ils} 7.9 a 
Manufacturing . 3.7 6.2 6.1£ 6.9 2.0 3.0 3.4 
Construction . —0,3 4.0 6.7 0.8 13 2.0 
Basic services 0.7 63 4.5 he Rog 4.5 
: ; ; : 1,9h 2.58 ; 
Trade and finance 0.8 0.9 3.0 0.6% 0.83 2.21 
1.4 
Government - =1.0 7.8 0.8 
Miscellaneous 2.8 —0.5 
services . . 0.8 3.8 1.4* 1.9 
Source: ECLA, on the basis of official statistics, d The productivity growth is expressed in terms of 


and unpublished data from the countries concerned; _ the gross product per man/hour. 
OECD, General Statistics, November 1962; 


“Economic growth and productivity in the United © This excludes forestry and fishing. 
States, Canada, the United Kingdom, Federal 
Republic of Germany and Japan in the post-war f Includes electricity, gas and water. 
period”, The Review of Economics and Statistics, ni. 
February 1964; Revue de la Mesure de la Pro- ® Electricity, gas and water. 
gel h Transport and communications 

4 Excluding Cuba. ; e : 

b The countries are listed in ascending order of the * Excludes finance. 


gross per capita product. 


© The productivity growth is expressed in terms of 
the gross product per man/year. K Includes finance and urban rents. 


J Includes urban rents. 


Table 34. Average growth rate of productivity® in factory industry in Latin America and selected 


countries 
(Annual percentages) 
ane Free enterprise countries eae nee caged pe ies 
1950-55 1955-60 1959-62 Short-term plan 
United States : : 3.2 5h92 USSR : ; 5.0 5.8> 
Canada - a ‘ 4.7 12 Czechoslovakia . 5.0 a 
Sweden. ‘ . Dif 4.2¢ East Germany . 8.1 7.44 
United Kingdom . j 21 351 Poland 3 : 7.0 7.0° 
France e : F 5.4 6.5 Hungary . é 6.3 5.8° 
Federal Republic of Yugoslavia . 5 5.0f 6.08 
Germany . 5 A 5.4 5.9 Bulgaria. 5 6.3 7.6° 
Netherlands - : 4,7 3.8h Romania . ; 7.8 8.51 
Denmark . ‘ F 1.9 2.6 
Austria Z ‘ : Shi 4.8 
Italy . : ; : 6.75 a2 
Latin Americak . ; 3.4 3.51 


Source: Economic Survey of Europe, 1962; Revue b 1959-65. 
de la Mesure de la Productivité, November 1962; © 1955-58 
ECLA, on the basis of official statistics, and unpub- : 


lished data from the countries concerned. . 4 1964-70. 
Note: The countries are eee in descending © 1961-65. 
order of the gross per capita product. f 1956-62. 
4 The productivity growth rates are measured in ® 1963. 
Latin America, Italy and the countries with centrally h Includes electricity, gas and water. 
planned economies in terms of the growth of the iy 65 
product per man/year, and in the remaining 960-65. 
‘countries in terms of the growth of the product per J 1950-57. 
man/hour. The growth rate of the product per man/ K Excluding Cuba. 


year is slightly lower, because of the gradual reduc- 
tion in the number of working hours in the year. 1955-62. 
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risen sharply, from 2.7 per cent in 1950-55 to 4.8 in 
1955-60 and 5.1 in 1960-62. 


(iii). The average annual growth rate of the product 
per worker in factory industry in 1950-62 was between 
3.3 and 3.6 per cent, despite temporary weakenings in 
1959 and 1962. Although these levels reflect a fairly 
vigorous growth, they are generally lower than those for 
the industrialized countries and the centrally planned 
economies, including those in the course of industrializa- 
tion (see table 34). 


(iv) The growth rate of the product per worker in 
manufacturing, including both the artisan and factory 
sectors, was higher than in the factory sector alone, and 
about four times higher than for artisan activities alone. 
This apparent paradox can be explained by the rapid 
switch from low-productivity artisan and cottage indus- 
tries to factory production, in which the product per 
worker is nearly ten times greater. A similar pheno- 
menon is occurring in Latin America in the factory sector, 
where the rise in productivity is due not only to techno- 
logical progress but also to the reduction in the proportion 
of small industry through the more rapid development 
of large-scale industry. 


(v) The reduction in the estimated average productivity 
in construction, despite the steady rise in the volume of 
activity, is an index of the relative stagnation and generally 
defective organization of construction work in Latin 
America. Despite the unsatisfactory results, statistics 
indicate that, apart from a few large construction enter- 
prises engaged on both public and private construction, 
builders continue to make extensive use of unskilled 
labour because it is cheap. Governments often adopt a 
public works and housing construction programme with 
the specific aim of reducing the level of unemployment, 
quite apart from the particular purpose of the individual 
investments. 


(vi) The slow rise in productivity in the basic services 
is also significant in relation to the employment aims 
referred to above. In many public services (transport, 
postal services, etc.) the Government continues for vari- 
ous reasons to pursue the policy of employing staff in 
excess of the technical requirements. Another reason for 
this situation is the lack of funds to invest in modernizing 
the services. If these factors did not exist, a much more 
rapid rise in productivity could be expected in the basic 
services, as in the industrial countries, where significant 
technological improvements have been introduced. 


(vii) The most significant element in the employment 
problem in Latin America is the steady decline in average 
labour productivity in the group of activities termed 
“other services’, which do not include what are known 
as the basic services. These other services absorb the 
surplus workers, mainly urban, who cannot find employ- 
ment in other sectors, and seek any kind of work, how- 
ever ill-paid, either as wage earners or on their own 
account, and generally use working methods of the most 
rudimentary nature. 


(viii) Employment in the trade sector rose almost as 
rapidly as the quantum of transactions, perhaps even 
more rapidly, if the marginal trade activities are included. 
Since in the major activities in this sector, such as banks, 
insurance companies and modern commercial establish- 
ments, productivity must have risen steadily, it is clear 


that in much of the sector there must have been a gradi 
decline in the product per worker. 


(ix) The statistical methods suffer from considera 
defects and conceptual confusions as to what constitu 
the product in the government sector. Nevertheless, it 
very likely that productivity has declined, perhaps ey 
more than is indicated by the figures in table 23. 


(x) In the sector that includes miscellaneous servi 
there is also a decline in the product per worker, of 1 
order of 0.7 per cent a year. For reasons similar to th 
that apply to the trade sector, the real situation of m« 
of the workers in the miscellaneous services sec 
deteriorated more than the average figures would in 
cate, and is in general much more unsatisfactory than 
the trade sector. 


It is generally accepted that in recent years there I 
been a sharp increase in the number of professionals 
the miscellaneous services sector, with the rise in t 
number of modern hotels, restaurants, laundries, cleane 
beauty shops, cinemas, sports stadiums, etc. This nume 
cal increase, in conjunction with the expansion a 
modernization that can be seen on every hand in nea 
every Latin American country, is part of the process 
rapid urban growth in the region. Those employed 
these activities organized on a modern basis obviou 
have a productivity several times that of the workers 
the remainder of the miscellaneous services sector. 
the product per worker of the relatively small mode 
section is rising, while the average productivity is decl 
ing, it is clear that the productivity and income of 1 
large remaining part of the sector has fallen during 1 
last decade, not at the average annual rate for the sect 
of 0.8 per cent but at a rate closer to 1 or 1.5 per cent. 


3. DIFFERENCES IN THE PRODUCT PER WORKER 


In the economic structures of the Latin Americ 
countries the different sectors vary widely as to organi: 
tion and technological levels, and there are great diff 
ences in productivity between the various activities, 
even within a single branch. 


This question has not received sufficient attention 
Latin America, although a more thorough understandi 
of it would facilitate an understanding of the ba 
factors that affect income distribution, and would hi 
to define the problem of economic growth in mc 
precise terms. Similarly, there would be a clearer appre 
ation of what action must be taken, and possible aré 
of application of a policy to increase employment a 
raise the social product. These points are genera 
studied in terms of economic sectors at a high level 
aggregation, on the basis of average indexes that conc 
great differences and cover up serious problems that 
not appear under macroeconomic analysis. 


The great differences in the average product per work 
in the main sectors of Latin America’s economy discuss 
above increased during the fifties, and continue to foll 
a steadily and sharply rising trend. This situation becon 
clearer when the product per worker employed in 1 
various activities is subsumed under the large econon 
sectors. On the basis of the scanty data available it 
difficult to analyse the situation at the microeconon 
level within these sectors. No such studies have be 
made in Latin America, and the statistical informati 
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ieeded for embarking on such research is lacking. Thus 
he same almost insuperable difficulties are encountered 
s in attempting to analyse the distribution of personal 
ncome. 


Nevertheless, it is a matter of urgency to collect the 
cattered data available in order to establish as soon as 
yossible a provisional general picture of the structure of 
roductivity, since the state of development of the 
tatistical services precludes any more detailed analysis. 
;ome data obtained on this basis are highly significant, 
ince they indicate the need for further surveys and reveal 
he magnitude of the problems that an employment and 
levelopment policy will have to face. 

It was indicated above, on the basis of the data that 
ould be collected for the manufacturing sector, that the 
lifferences in the product per worker in the factory and 
tisan sector have been increasing. The difference of 
.3 to 1 estimated for 1950 for the region as a whole is 
stimated to have risen to 8 to | since then. Calculations 
nade in Colombia, Ecuador, Peru and Venezuela con- 
irm this general trend. 


Similarly, it is recognized that the activities included 
n the factory sector vary widely as to productivity. Side 
yy side with modern plants installed according to pro- 
luction and organizational systems similar to those of 
surope and the United States there are medium-size 
nd small establishments that have never changed their 
ganization or improved their level of efficiency despite 
he long time that has elapsed since they were first opened. 
‘hus, for example, in Chile® there are differences of 7 to 1 
n the output per worker in the cotton textiles sector, and 
.2 to 1 in the wool sector. These differences would be 
ven greater if the comparison were between single 
stablishments, instead of between the averages for 
roups of establishments. Even greater differences are 
ound in the Brazilian textile industry;® in the cotton 
ndustry as a whole there are differences of 12 to 1 in 
pinning and 5 to 1 in weaving. 


8 See La industria textil en América Latina. I. Chile (E/CN.12/ 
22; United Nations publication, Sales No. 63.1I.G.5). 

® The textile industry in Latin America. II. Brazil (United Nations 
ublication, Sales No. 64.II.G.2). 


In the mining sector, the large mining companies and 
petroleum production have a high productivity, much 
above that found in the medium-size mining companies, 
and not to be compared with the very low levels of pro- 
ductivity in small-scale mining operations. 


The product per worker in agriculture is very low com- 
pared with the average levels for the other large economic 
sectors. However, there are agricultural activities in 
which productivity is much higher than the average for 
the sector as a whole. Estimates for Peru indicate that 
there were differences between the export agriculture of 
the coastal area and the agriculture for domestic con- 
sumption of the interior of 4.7 to 1 in 1950 and 6 to 1 in 
1960.1° In Colombia the product per worker in coffee 
production was higher than in agriculture for domestic 
consumption as a whole; in Central America, the level is 
higher for the production of bananas, coffee and cotton. 
Productivity in the last two sectors has increased appreci- 
ably in recent years, and improved the competitive 
position of the Central American countries on the world 
market. 

In the agricultural sector the differences in productivity 
in the cultivation of a single product may be very great, 
as between the different types of cultivation, the different 
areas of a single country, or different countries in the 
region. In Peru and Chile the fishing sector provides an 
example of a sharp increase in the product per worker 
in one activity, while in others the level remains about the 
same. This particular activity is the production of fish- 
meal, and the change in productivity is comparable to 
the change that occurs when an artisan activity develops 
into a modern factory type of activity. 

In the basic services sector special mention should be 
made of the production and distribution of electric 
energy, in which the product per worker rose because of 
the installation of large generating plants and the exten- 
sion of distribution networks. There was no similar rise 
in productivity in the major transport branches. 


10 Plan Nacional de Desarrollo Econémico y Social del Peri, 
1962-71, vol. I. 


E. RECENT SOCIAL TRENDS IN LATIN AMERICA 


The main social features of the Latin American scene 
ave often been described.1t Numerous local changes 
nd shifts in the relative prominence of different pheno- 
nena can be detected that herald the advent of more 
ronounced social transformations. It will be worth 
vhile to recapitulate some of the more generalized features 
efore proceeding to a brief examination of the signs of 
ecent change. It must be kept in mind, however, that 
0 generalization will fit all the countries of the region, 
nd that the most recent trends seem to be widening their 
livergencies. 

The population of Latin America is growing even more 
apidly than was forecast a few years ago. The present 
ate of increase is close to 2.9 per cent annually, and there 


11 See, for example, chapter XI in the 1963 Report on the World 
ocial Situation, to which the present note can be considered a 
upplement. 


is no likelihood that this rate will begin to decline within 
the next few years.1? The high rates of increase derive 
from the maintenance of very high levels of fertility 
combined with levels of mortality that have declined 


12 This estimate derives from calculations made by the secretariat 
of the Economic Commission for Latin America and the Latin 
American Demographic Centre (CELADE) on the basis of data from 
the most recent round of censuses and represents an upward revision 
from a 2.5 per cent estimate accepted prior to 1960. For Brazil, the 
most populous country of the region, new census data resulted in an 
upward revision of the 1960 estimated population from 65.9 millions 
to 70.3 millions, and calculations for other countries have also in 
most instances resulted in upward revisions. Country-by-country 
revisions of rates, however, haye been hampered by the fact that 
tabulations of data from most of the sixteen national censuses 
conducted between 1960 and 1964 have been lamentably slow, and 
the present estimates cannot be considered final. Only the two most 
urbanized countries of the region, Argentina and Uruguay, have 
rates of growth below 2 per cent, while several have attained rates 
of 3.5 per cent and over. 


48 


sharply since the forties. The combination of high 
fertility and declining mortality (with improvements pro- 
portionately greatest in the very young age) has augmented 
somewhat the youthfulness of the age structures and thus 
increased the already high percentages in the “dependent” 
age groups; it is probable that in most countries of the 
region from 40 to 45 per cent of the population is below 
the age of 15. 


The shift of population from rural to urban areas 
continues to be rapid, but in most countries does not as 
yet entirely offset the effects of high rural fertility. In 
such populous countries as Brazil, Mexico and Peru the 
annual net increase in the rural population is around 1.5 
per cent, in the urban population 4 to 5 per cent. As 
mentioned elsewhere in this study,!* the type of urbaniza- 
tion that is occurring accentuates the already very uneven 
geographical distribution of population. The large metro- 
politan centres are gaining at the expense of the provincial 
cities and small towns as well as the countryside. The 
problems of under-employment and pressure on the land 
in the older agricultural areas have not been overcome by 
out-migration. This migration, involving mostly young 
persons, is accentuating the disparities in productivity 
and levels of living between the cities and the hinterland, 
and between the internal regions of the countries. 


Incomes and property continue to be unequally distri- 
buted. Not much has been added, however, to the rather 
fragmentary statistical evidence that has been used to 
assess the magnitude of this inequality in recent years. 
However, the ECLA secretariat has continued to concern 
itself with this question by undertaking income distri- 
bution studies and is about to complete an over-all 
survey carried out in Argentina in co-operation with the 
National Development Council14 The assertion often 
made to the effect that the kind of economic growth that 
has occurred up to the present has widened the mainly 
urban strata of the population enjoying more or less 
adequate incomes without improving, relatively speaking, 
the lot of the majority of the population remains plausible 
in relation to most of the countries and there is evidence 
that in some cases their relative position has worsened. 
The great disparity in incomes continues to be accom- 
panied and reinforced by particularly wide differences in 
educational opportunities, in spite of the quantitative 
expansion of education at all levels that is taking place; 
the channels for upward occupational and social mobility 
that might be expected from the educational systems do 
not exist for the great majority of the rural population 
and are open only to a very limited extent to the urban 
low-income strata. 


As mentioned in the previous section, the Latin Ameri- 
can economies continue to be unable to absorb the whole 
of the rapidly growing labour force into productive 
employment. The consequence of this continues to be 
the spread of various low-productivity makeshift ways of 
livelihood, both in the countryside and in the cities. 
These population strata are naturally the most dis- 
advantaged in housing, health, nutrition and educational 
opportunities as well as in capacity to maintain stable 


13 See section D of this chapter. 

14 For the most systematic presentation of the evidence up to 
1961, see ECLA, The Postwar Economic Development of Latin 
America (United Nations publication, Sale No. 64.11.G.6), Part I, 
chapter I. 
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family and community ties. The high rates of over-al 
population increase and the limited ability of the ru 
areas and small local urban centres to absorb more peopl 
imply a serious danger that the so-called “marginal popu 
lation” will continue to grow, will become increasing 
mobile and rootless in its search for a minimum liveli 
hood, and that it will increasingly concentrate on thi 
periphery of the larger cities, where its numbers an 
greater opportunities of playing a political role wil 
compel greater attention to its needs and demands 
Fertility in the marginal groups is probably even highe 
than in the population at large, although conclusiy 
evidence is lacking, and the dark prospects before thi 
youth from such environments as they reach the age o 
employment seem to call for reorientations of educationa 
and related social programmes that are as yet hardl 
beyond the stage of discussion. 


Since 1961 most of. Latin America has been covere 
by uniform systems for the reporting of social change i 
relation to specific objectives and specific programmes 0 
regional co-operation agreed upon by the Governments.! 
The new reporting systems have not been accompanie 
by any sudden improvement in the basic statistics tha 
are needed to measure levels of living,1® but they ar 
beginning to form a systematic picture of institutioné 
changes and of the magnitude of public social action 1 
certain sectors. The assessments made, both in th 
reports prepared by the Governments themselves and ii 
the reports of regional agencies, show certain recurren 
patterns. In relation to each objective they commonk 
begin with an affirmation that significant progress ha 
been made; laws have been drafted or passed; new publi 
institutions have been created; plans have been drawn uf 
They generally recognize that the progress made so fa 
amounts to scarcely more than the start of a long an 
complex task and that there is strong resistance to th 
structural reforms ‘needed. The statistical evidence fo 
progress in a few areas such as education is substantial 
in this instance a trend evident throughout the previou 
decade is continuing. In some other areas of socié 


15 The main regional channels of reporting are the reports pré 
sented by the countries to the annual meetings of the Inter-America 
Economic and Social Council, the annual Economic and Soci 
Surveys issued by the Organization of American States, and th 
annual reports of the Social Progress Trust Fund of the Inte 
American Development Bank. These last reports, while the 
include general background information for the region as a whol 
and for the separate countries, give detailed annual assessments « 
progress under five headings that correspond to the fields of activit 
of the Fund: “mobilization of domestic resources”, “land settlemer 
and improved land use and tenure’, “housing for low-incom 
groups”’, ““community water supply and sanitation facilities”, an 
“higher education and advanced training’. Other reports coy 
individual social sectors; in particular the reports prepared ft 
recent Inter-American Conferences of Ministers of Educatiot 
Health and Labour. In general, the reports that have been availab 
for consultation in preparation of this paper do not go beyon 
1963. These reports do not cover Cuba nor the more recent! 
independent countries of the Caribbean. Some statistical inform: 
tion on recent social trends in Cuba can be found in the Econom) 
Commission for Latin America’s Economic Survey of Latin Americ 
1963 (chapter X B). 


16 As was previously indicated, the slowness in tabulations « 
data from most of the national censuses conducted since 19¢ 
means that the full potential value of these censuses for determin: 
tion of long-term trends in growth and distribution of populatiot 
composition of the labour force, etc. has not yet been realize 
More recent information in the main relates only to the part of tk 
population receiving some form of public service for whic 
administrative statistics are collected, such as schooling. 
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iction only token achievements can be exhibited in terms 
yf the number of families affected. In general, it may be 
oncluded that the important new elements on the social 
ide are the accomplishment of institutional and legal 
eforms against stubborn resistance from powerful in- 
erests (although this basic task is still far from complete). 
Towever, insufficient attention has been paid to the 
ntegration of the separate social objectives into a strategy 
or the acceleration of over-all development. The co- 
yperative programme known as the Alliance for Progress 
ybviously constitutes an international attempt to bring 
bout and promote a series of reforms (agrarian tax, etc.) 
limed at changing the present economic structure. 


There has not as yet been public discussion of policies 
concerning population growth. In this respect Latin 
America differs from some of the other low-income 
egions. However, there appears to be a wider readiness 
han a few years ago to admit the preferability of rates of 
ncrease lower than the present, and wider support for 
tudies of population problems. In a few of the large 
ities family planning programmes are beginning to gain 
icceptance as it becomes increasingly evident that the 
ow-income families crowded into the slums and peri- 
yheral settlements are resorting more and more to illegal 
ibortions and even abandonment of children so as to 
leviate the burdens of uncontrolled fertility. A gradual 
Xpansion of such programmes is likely long before any 
consensus is reached on action. It is conceivable that 
hese programmes may have an effect on urban fertility 
ates, but change among the rural masses is likely to be 
low.!’ For the coming decade, at least, population policy 
an hardly be a significant factor in easing the demand 
or more jobs, more houses, more food and more places 
n schools. 


During the present decade, it seems likely that policies 
ntended to influence internal distribution of population 
vill continue to receive more attention than those de- 
igned to influence rates of growth. Programmes for the 
levelopment of specific internal regions, usually selected 
ither as presenting special opportunities for resource 
levelopment or special problems of poverty and back- 
vardness, are increasing in Latin America, and there is 
wareness of the need for more systematic nation-wide 
chemes for regional planning, with the common objective 
yf counteracting the concentration of population and 
cconomic growth in a few great cities and channelling 
he geographical and occupational redistribution of popu- 
ation along lines more conducive to balanced national 
srowth. Venezuela, which presents one of the more 
xtreme cases of hypertrophy of the capital city, is 
idvanced in the field of regional planning. One previously 
iimost uninhabited region, Guayana, has already been 
onverted into a major industrial complex, and the 
idaptation of the Guayana experience to a national 
system of regional planning is envisaged. Brazil offers 
he other major example of regional planning through 
ts SUDENE programme. For Latin America as a whole, 


1 Up to the present reliable information on attitudes toward 
ertility in different strata of the population is very scanty, and 
liscussions of the question tend to fall back on speculation and 
wejudice. The Latin American Demographic Centre is now 
ponsoring a series of local inquiries using sampling techniques that 
hould represent a most important contribution to the kind of 
nformation needed for determination of the practicability of 
ternative policies. 


however, effective regional planning remains more an 
aspiration than a reality in so far as the formulation and 
application of over-all regional programmes are con- 
cerned. 


In public policy, the reduction of inequalities in income 
distribution has been coupled with the objective of mobi- 
lizing domestic resources for development. It is felt that 
the high concentration of income will increase the funds 
available to ensure considerable investment both public 
and private. Accordingly, present policies call for tax 
reforms bringing a higher proportion of the large incomes 
into the public sector, where they may be used either for 
economic investment or for expansion of the high-priority 
social programmes which, in principle, should contribute 
to the well-being of the low-income strata. The debates 
now under way in the legislative bodies and the press of 
many of the countries indicate that a consensus on the 
desirable limits of income redistribution through tax 
reform is not at hand. In general, the reforms have not 
yet offset the heavy dependence of the public sector on 
indirect taxes that fall heavily and regressively on the low 
and middle-income groups. To the extent that this is 
true, the various social programmes do not represent a 
form of income redistribution; or they may even involve 
a distribution away from the lowest-income groups whose 
articles of consumption are taxed to support them toward 
the relatively well-organized and articulate urban minori- 
ties that are able to take advantage of them. This charge 
has been levelled with increasing insistence against some 
of the programmes of social security and against secondary 
and higher education. 


Current commitments, however, call for the extension 
of public social action in a more equitable fashion to the 
whole population, including the rural masses and the 
urban marginal strata, and several Governments have 
formulated bold new programmes to this end. To the 
extent that these efforts precede the securing of larger 
resources for the public sector, financing difficulties are 
inevitable, even if external aid can be expected to meet 
part of the costs. In several countries the public sector 
is already seriously in arrears in meeting its obligations 
for contributions to social security funds, subsidies to 
autonomous bodies, private agencies, etc., and in the 
salaries of social personnel. In the countries undergoing 
inflation, the Governments have commonly eased their 
burden by delays in readjustments of salaries and pensions 
to rising price levels, but this has been at the expense 
of chronic unrest among school teachers, public health 
personnel, and others, with a corresponding loss in 
effectiveness of the services. Some of the most recent 
proposals for social action among the low-income strata 
have thus been made directly dependent on legislative 
approval of drastic tax increases for the upper income 
brackets. 


The limited possibilities for an increase in the share of 
public resources going to the social programmes have 
stimulated renewed interest in the potentialities of self- 
help by local groups, urban as well as rural. At the same 
time, attention is being attracted to the implications of 
greater efficiency in the use of the resources already 
allocated to the social programmes. 


Education deserves special attention in this regard, 
as the social sector with the widest coverage and receiv- 
ing the largest share of resources. In this sector also 
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considerable experience has been gained in programming 
techniques and relatively detailed studies are available. 
Reports presented to a recent seminar on ‘“‘Problems and 
Strategies of Educational Planning in Latin America” 
asserted that “the poor return obtained from educational 
expenditure is not due to the low financial aid provided 
or to the lack of a growing activity on behalf of education 
but the inefficiency of a system where the available sums 
are not used to their best advantage”. It was pointed out 
that the high rates of drop-outs (“wastage”) of pupils 
means that each primary or secondary school graduate 
costs four times as much as would be the case in an 
educational system without wastage.1® Studies of the 
functioning of programmes in other social sectors might 
well lead to similar conclusions. 


The central policy issue in relation to the rural popu- 
lation has continued to be agrarian reform and here, as 
in the case of tax reform, the record shows considerable 
progress in the enactment of basic legislation in the midst 
of continuing political controversy. Ten countries have 
passed agrarian laws, of widely varying coverage, since 
the end of 1961. 


The basic problem of financing tenure reform, how- 
ever, has not been solved; the Governments cannot 
afford to undertake ambitious programmes, particularly 
when it is a matter of paying compensation for, or pur- 
chasing, the land. The number of families benefiting 
from tenure reform programmes as yet remains relatively 
small, except in the countries with programmes of longer 
standing—Mexico, Bolivia, Cuba and Venezuela. 


The newer agrarian reform and related rural develop- 
ment programmes are giving somewhat more attention 
than previously to rural social organization and to the 
prerequisites for organized participation by the rural 
people in the programmes that affect them. The typical 
dispersal of rural population in very small nuclei with 
poor communications and the weakness of ties wider 
than with the immediate neighbourhood are well known. 
These conditions are now being modified in ways that 
cannot be summed up with any confidence, but that 
undoubtedly differ widely from place to place, by in- 
creasing geographical mobility in search of land or work, 
increasing exposure to mass communications, and widen- 
ing contacts with national political currents. There seems 
to be a spontaneous tendency toward dispersal of rural 
families on their own plots of land when the choice is 
open to them, while the agrarian reform and settlement 
projects generally favour their regrouping in concentrated 
settlements more accessible to services and more capable 
of organized community life. Some experimental settle- 
ments along these lines can be found in the majority 
of countries, while projects have grouped the 63,000 
peasant families that have received land up to the present 
more or less systematically in 700 nuclei with servicing 
centres. ““Community development”, for some years the 
basis of local projects in many countries of the region, is 
now envisaged as a movement involving the whole of the 
rural population in such countries as Venezuela and Peru 
(under the name of “‘cooperacién popular”) and similar 


18 See Structure and Problems of Educational Development in 
Latin America, prepared by M. G. Lourie of the Institut d’Etudes 
du développement économique et social, Paris. This and other 
papers of the Seminar, held in April-May 1964, are to be published 
by the sponsoring International Institute for Educational Planning. 
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dynamic programmes are likely to be undertaken b 
other countries as agrarian reform gathers momentum 


In the cities the most conspicuous social policy issu 
(leaving aside the broader socio-economic problems ¢ 
employment and income) has been housing.t? Nowher 
in the region has the rapid growth of cities been accom 
panied by proportional construction of new dwelling 
within reach of the middle and low-income strata. Ove 
a long period overcrowding has increased in the olde 
parts of the cities and there has been an uncontrollabl 
expansion of several types of peripheral settlement 
mainly flimsy in construction and lacking minimur 
urban services, responding to the efforts of low-incom 
families to solve their problems of shelter within thei 
scanty financial means. 


The period since 1960 has seen the beginning of mor 
serious attacks on the housing deficit, and nearly half th 
total value of loans made from the Social Progress Tru: 
Fund has been earmarked for low-income housing 
There is now regional agreement on several prerequisite 
and policy objectives: (1) Effective programming wi 
depend on statistics permitting more accurate quantifice 
tion of the deficit and of the character of demands fo 
housing; (2) New legislation is needed to favour th 
construction of low-cost houses and discourage luxur 
construction; (3) The building industry must receiv 
incentives to greater efficiency, and these will depend o 
public programmes that guarantee a stable level of cor 
struction ; (4) More effective means must be found to tak 
full advantage of the ability of the people to save an 
devote surplus labour to housing. Improved incom 
distribution would facilitate achievement of this objective 
(5) For most countries, elimination of the housing defic 
seems to be a long-term objective, but as an absolut 
minimum construction must be raised as rapidly 2 
possible to a level that will prevent the deficit fror 
growing. 

As yet, this limited initial objective seems to have bee 
approached, although not yet attained, by only thre 
countries of the region: Chile, Colombia and Costa Ric 
Elsewhere, to judge from the limited statistical evidenc 
that is available, the rate of construction has not increase 
significantly, and it can be assumed that the urba 
housing deficit is still growing. Even the more vigorou 
housing programmes have not as yet secured an effectiv 
co-ordination with programming of the constructio 
industry and the production of building materials, ne 
have they curbed the continuing diversion of housin 
investments—including investments that derive from lov 
interest loans, tax concessions and other public incer 
tives—into luxury apartments and seasonal dwellings i 
resort towns. Furthermore, the large-scale housing effort 
have paid very little attention to city planning desideraté 
often ignoring existing regulative plans. 


The new programmes that are trying to proceed on 
scale large enough and with unit costs low enough t 
permit a real general improvement in the shelter of th 
marginal groups in the shanty-towns are facing part 
cularly difficult planning problems that derive from th 
characteristics and wider needs of these groups. In som 
instances, the agencies have concentrated on eradicatio 


18 Chapter VII of the Economic Survey of Latin America, 196 
constitutes a detailed presentation of changes in the housing situ: 
tion and in programmes between 1960 and 1963. 
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of existing shanty-towns and movement of their popu- 
lation to new settlements, whose location usually depends 
on the cheapness or immediate availability of land. In 
others, the existence of the shanty-towns is accepted, and 
the public agency uses its resources to make them more 
habitable by extending water, electrical power and sewer- 
age systems, and by helping the residents to improve the 
dwellings they have built. Under either policy, the 
marginal groups continue to be physically segregated 
from the rest of the urban population, and the accessi- 
bility of sources of employment is rarely taken into 
account in the location of the settlements. In view of the 
certain continuation of the shortage of low-cost urban 


housing, the families that do secure houses have little 
alternative to staying where they are. The hasty building 
of the new huge urban low-income settlements thus will 
have repercussions, intended or otherwise, upon the 
character of the Latin American cities for many years to 
come. The low-income settlements have, to varying 
degrees in different cities, been evolving their own local 
organizations and leadership, mainly to represent them 
in their dealings with outside authorities, and several of 
the new public programmes are trying to institutionalize 
these organizational forms, stimulate them to undertake 
self-help activities and use them as channels for ‘‘com- 
munity development” or ‘“‘popular participation’. 


F. INFLATION 


1. GENERAL ASPECTS 


Inflation has been a major problem in Latin America 
for many years, and this has continued to be the case 
during the first half of the sixties. Nevertheless, it should 
be noted that the problem has become somewhat less 
widespread in recent years than was the case during the 
fifties. In general the countries which had experienced 
relative price stability in earlier years have continued to 
maintain it, and several countries have sharply reduced 
the rate at which prices are rising. The most important 
instance is Mexico, where, after 1960, prices have been 
almost completely stabilized. In addition, Bolivia, after 
experiencing violent inflation during the fifties, has been 
able to reduce the rise in the cost of living to a moderate 
rate during the sixties; and Paraguay, after also experi- 
encing violent inflation earlier, appears to have sharply 
reduced the rate of inflation during the past three years. 
Inflation, however, has remained a major problem in 
Argentina, Brazil, Colombia, Chile and Uruguay, in 
spite of the fact that all of these countries except Brazil 
have instituted anti-inflation programmes with the sup- 
port of the international lending agencies. 


In specific terms, of course, each country has had its 
own particular experience with inflation and with policies 
which have tried to combat it, and only detailed individual 
studies can explain these differing experiences. Neverthe- 
less, at a rather general level there are several characteris- 
tics which have been common to most of these countries, 
and which help to explain the steady underlying pressure 
towards inflation. That is, to explain why price increases 
appear to have been so easily touched off, and, once 
begun, why prices have tended to spiral so rapidly and 
have proved to be so difficult to bring under control. 


Although income levels are low by comparison with 
the advanced industrial countries, these are societies 
characterized by a rapidly rising level of aspirations, and, 
except for Argentina and Uruguay, this is further com- 
plicated by an extremely rapid rate of population growth. 
The result is continuous pressure for higher consumption 
levels, both private and public, and consequently a 
tendency toward low saving levels. But this is incon- 
sistent with the need for investment on a scale sufficient 
to provide an adequate rate of growth, and to meet at 
least minimum social needs for a growing population. 
As a consequence, there is a steady pressure against 
supplies even during periods of relative price stability; 


and relatively harsh monetary and fiscal restrictions tend 
to be required to hold expenditures down to a level 
consistent with the supplies available. 


The pressure is never uniform against all sectors; even 
during periods of severe inflation there are usually lines 
of activity where some unused capacity exists. Textiles, 
for example, have sometimes been in this category, and, 
in more recent years, installations such as motor-vehicle 
assembly plants have seldom been used to capacity. The 
pressure, rather, is likely to be intense in certain areas, 
where shortages and/or price increases are a continuous 
threat. There are two principal sectors where this has 
occurred: the production of foodstuffs for the domestic 
market and the external sector. 


With large and rapidly growing urban populations and 
lagging agricultural production, food supplies have very 
often been a bottleneck. With incomes at low levels an 
increase in any type of activity will result in a rising 
demand for foodstuffs. Since these are chronically in 
short supply in most countries, pressure is immediately 
felt against prices; and since food is still a large part of 
the average budget, this has a major impact on the cost 
of living. 

This problem has been most apparent in Chile, where 
lagging agricultural production has often been associated 
with the long-term inflationary trend in that country. 
From an agricultural exporter the country has become a 
net importer of foodstuffs on a substantial scale, and 
pressure is thus doubly exerted against scarce supplies. 
With growing population, urbanization and with any 
increase in incomes, demand for foodstuffs rises and 
pressure is exerted on prices. Further, to the extent that 
domestic supplies must be supplemented by imports 
there is also pressure against scarce supplies of foreign 
exchange. 


But lagging agricultural production has also been a 
major part of the problem of inflation in Argentina and 
Uruguay. Since foodstuffs are the major export items 
of these countries the “shortage” for internal consump- 
tion is not so obvious. But total production has not 
expanded rapidly enough to meet rising domestic demand 
and leave enough margin for an adequate export volume. 
The bottleneck in these countries has thus appeared in 
the form of the external sector, but a basic part of the 
problem remains that of lagging agricultural production. 
In these countries there is the additional complicating 
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factor that efforts to stimulate exports by granting more 
favourable prices have the immediate consequence of 
raising domestic food prices, and thereby contributing to 
the inflationary spiral. 

This problem has been least serious in Brazil, where 
the production of foodstuffs for the internal market has 
expanded at a rate of some 5 per cent per annum for the 
past decade or more. Even there, however, the pressure 
against food prices—with the very rapid urbanization 
which has been occurring—is generally considered to be 
a major factor in the inflation. And again there is the 
immediate pressure on the external sector. It has not 
proved possible to produce wheat on the scale required 
by the consuming centres, and it has been imported on a 
large scale. 


The second major supply bottleneck has been the 
increasing relative scarcity of foreign exchange, and the 
growing inflexibility of import structures as the industrial 
sector has expanded. This has been a factor in each of 
the five countries where inflation has continued to be 
a major problem. The problem has been most serious in 
Argentina and Uruguay, and these countries have experi- 
enced not only inflation but economic stagnation as 
well—largely due to the inflexibility of the external sector. 
In Uruguay, export earnings have for a decade been well 
below the level achieved during the early years of the 
fifties. During the four-year period 1957 through 1960 
they were less than half that level, and although they have 
recovered somewhat during the past four years, they are 
still well below it. In Argentina only during the past 
three years have export earnings returned to the 1950 
level, and the 1950 value was in its turn notably lower 
than that of 1948. In Brazil they have remained below 
the 1950-51 level while in Colombia they expanded 
rapidly through 1954, but have since declined well 
below the level reached in that year. In Chile only during 
the past two years has the 1956 level been reachieved 
and slightly surpassed. 


In such conditions the external sector has been one of 
continuing crisis, and the flexibility of the economy has 
become extremely restricted. It has been difficult or 
impossible to meet temporary shortages or ease transi- 
tional problems through imports. In some cases the 
countries concerned have been unable to maintain 
essential stocks at levels sufficient to stabilize fluctuations 
in demand or supply. 


So long as such circumstances persist, any sort of 
shock—a burst of investment spending, an expansion of 
government activity, a decline in exchange availabilities, 
the failure of an important food crop, etc.—tends to lead 
rather quickly to rising prices. Further, once prices 
begin to rise they are likely to spiral at a rapid rate, and 
to require harsh measures in order to be held under 
control. There are two further factors, associated with 
inflation itself, which help to explain this: the impact of 
rising prices on the government deficit, and the now 
conditioned response of individuals and groups to the 
inflation. 


Inflation tends automatically to put pressure on the 
government budget, as a result of the divergent effect on 
expenditures and on receipts. Expenditures rise more or 
less in line with the general price level. An important 
part of this rise depends on wage policy; and this has 
differed somewhat among countries, and often played a 
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key role in stabilization programmes. Wage payments 
have been held constant for varying periods, but generally 
for at least a year, and this has been an important factor 
in preventing hyper-inflation in any of the countries 
concerned. Until 1962 wages were adjusted on the 
average only every two years in Brazil, and this was one 
of the reasons why inflation did not spiral in that country 
until recently. And a common feature of stabilization 
programmes in recent years has been to hold the increase 
to less than the preceding price rise, with the aim of 
breaking the wage-—price spiral and reducing the rate of 
inflation. But even with this important qualification, 
there has been considerable pressure on expenditures and 
they have tended to increase more or less in line with 
prices. 


Income, however, as a consequence of prevailing tax 
structures, has not moved in this fashion. Tax structures 
are such as to be relatively inflexible in the face of rising 
price levels. They tend to be regressive, taxes are often 
collected only after a substantial time lag, and they are 
partly levied in absolute terms. Income taxes, for example, 
seldom have very progressive rates within the relevant 
ranges, and are only collected many months after the 
income has been earned; such important charges as 
import duties and sales taxes are very often levied in 
absolute terms so that when prices rise the income from 
such sources remains unchanged. The result is that, with 
the onset of inflation, income lags behind the rise of 
prices, and a deficit is automatically created or enlarged. 


This can be observed in any of the countries which 
have experienced severe inflation. There is an almost 
steady stream of tax legislation, not designed to effect 
needed reforms of the tax structure, but essentially 
emergency measures seeking to restore income to its 
earlier relation to expenditures; that is, to offset losses in 
real terms which resulted from rising price levels. Brazil 
has been most successful in escaping this aspect of the 
problem. There the tax structure was reorganized in the 
immediate post-war years so that to a large extent if 
responded flexibly, and, at least until the past two o1 
three years, federal government tax revenue rose steadily 
in line with rising price and income levels. 


A particular difficulty within the public sector has beer 
rising deficits of public utilities, an area where govern 
mental responsibilities are generally large. The situatior 
is essentially the same: costs rise with inflation and, fo: 
a variety of reasons, income lags behind. Deficits o' 
railway systems, for example, have been large, and in thi: 
respect Brazil has fared no better than the other coun: 
tries, with the deficit running as high as 1 per cent of the 
gross product. Argentina is also faced with a seriou: 
situation. 


The second factor which makes inflation so difficult tc 
deal with once it has begun is the response of individual 
and groups. With the partial exception of Colombia 
each of these countries has by now accumulated a history 
of inflation. In such a situation the conviction tha 
saving does not pay will have become very widespread— 
except to the extent such savings can be immediatel\ 
invested in some asset which is likely to retain its rea 
value—and the beginning of fresh price increases i 
certain only to strengthen that view. This is reflected 
for example, in the almost complete absence of domesti: 
bond markets, or in the lack of institutional savings 
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ither of which might in other circumstances serve to raise 
omewhat the low savings coefficients. 


Further, and even more important, inflation is likely 
9 assume a partially independent motif in these circum- 
tances. With the onset of inflation various economic 
roups are apt to adopt, rather immediately, patterns of 
ehaviour and expectations based, not on what is occur- 
ing, but rather on past experiences. One of the first 
ings which tends to occur is a run on foreign exchange, 
or past experience will have borne home the fact that, 
iven prevailing shortages in this area, reserves will 
ooner or later be exhausted. Efforts to maintain free 
xchange dealings at a unified rate of exchange in such 
ircumstances have proven very costly, and have led to 
irge-scale capital flight. Efforts to control exchange 
ealings have generally led to the establishment of a 
sparate ‘‘free” market and the price of exchange in this 
1arket tends to rise very rapidly. Thus, at a very early 
lage in the inflation one important “‘price” is likely to 
ise very high. 

As the onset of inflation creates expectations of its 
ontinuation, and very probably at a spiralling rate, 
fforts are made to achieve incomes high enough not only 
) offset the price rise which has occurred, but also to 
nticipate what is expected in the future. Labour organi- 
ations are likely to use such bargaining power as they 
ossess for this purpose. The part of the business com- 
unity which exercises some control over the setting of 
S$ prices—and this tends to be a major segment—is like- 
lise apt to attempt to anticipate future increases. As a 
ough guide to expectations of future increases it seems 
robable that the free rate of exchange is sometimes used, 
nd this will give a particularly strong upward bias to 
rice movements, since, as was noted, this price is likely 
) move sharply upward at an early stage in the inflation. 
ittle concern will be felt over lagging sales at these prices, 
nd hence the accumulation of inventories, as the expecta- 
on of rising prices will make it appear unwise to convert 
oods into cash except to the extent necessary to meet 
urrent needs. 


In such circumstances it becomes difficult to analyse 
iflation, as an important part of what happens may be 
ue to inflation itself rather than to any “‘real’”’ cause. 
rices may be rising in part because the community 
xpects them to rise, rather than because of pre-existing 
ressures of demand against existing resources, or because 
f rising costs. 


This phase of inflation is a relatively open contest 
mong competing groups for the distribution of income, 
nd is much more likely to become important in an 
conomy with little or no growth. It has been important 
rincipally in Argentina, Chile and Uruguay; Chile has 
ad a low rate of growth, Argentina’s has been even 
lower and Uruguay has experienced complete stagnation. 
Jntil 1962 Brazil, on the other hand, had experienced a 
apid rate of growth and there was not the same bitter 
ompetition among different groups over their share in 
ne total. With the decline in the rate of growth in Brazil 
uring the past three years, however, prices have spiralled 
nd this aspect of inflation has become more important 
iere as well. 


The above discussion of some of the underlying factors, 
1 the countries which continue to experience major 
iflationary difficulties, is important to bear in mind in 


any study of recent experiences. Shorter-term trends 
may be decisively influenced by other factors, but these 
play their role in an environment largely determined by 
underlying factors of the sort described. In addition, 
such a discussion makes it easier to see, by contrast, why 
other countries of the region have been able to escape 
serious inflation. 


2. RECENT DEVELOPMENTS 


The Latin American countries may be grouped into 
three broad categories on the basis of their experience 
with inflation during recent years (see table 35): the five 
countries which have experienced severe inflation; a 
second group—Bolivia, Ecuador, Paraguay?® and Peru— 
which has experienced moderate inflationary pressures; 
and a third group—the Central American and Caribbean 
countries, Mexico and Venezuela—where prices have 
been relatively stable. 

Excluding Mexico and Venezuela, the countries with 
relative price stability are all small countries where the 
export sector continues to exert a predominant role in 
the economy. The industrial sector is considerably less 
important than in the larger countries of the region, and 
in general the urban population is smaller. Thus pres- 
sures associated with industrialization and urbanization 
have been less intense, and exports have expanded at a 
relatively favourable rate throughout most of the post- 
war period. Monetary policy, and policy regarding 
backing for the currency, have followed generally ortho- 
dox lines in these countries, and currencies have main- 
tained their value in relation to the dollar. 

When falling export prices at the end of the fifties and 
in the early sixties created pressure on prices, government 
finances and balances of payments, nearly all these 
countries instituted stabilization programmes, and with 
the aid of the external credits received these programmes 
were on the whole successful. The relative weights of the 
industrial and external sectors being different, the restric- 
tions had less of an impact on the industrial and urban 
sector. They tended more to bring imports into line 
with available supplies, and severe pressure here was 
relieved by foreign credits. With the continuing growth 
of export volumes, and the recovery of prices in the past 
two years, these economies have on the whole attained 
a reasonable rate, and still have avoided any serious 
inflation. 

The other two countries in the group with relatively 
stable prices, Mexico and Venezuela, present a different 
picture. They are larger economies, particularly Mexico, 
and have achieved a level of industrialization and diversi- 
fication comparable to that of the other major countries 
of the region. The avoidance of inflation in this process 
can most easily be explained by contrast with the charac- 
teristics, discussed earlier, found in the countries with 
severe inflation. 

The Venezuelan case has been described on many 
occasions. In petroleum the country has until recent 
years had an export commodity where marketing was not 
a serious problem, and where favourable and steady 
prices prevailed. This situation has undergone major 
changes in recent years, and during the period 1957 


20 Paraguay has been tentatively included in this group as detailed 
information on price changes in the past three years has not been 
available. 
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through 1961 the external sector suffered a serious deteri- 
oration. Nevertheless, it must be borne in mind that 
imports are still at a very high level by comparison with 
the other major countries of the region, that even with 
the recent deterioration they are close to two and a half 
times the 1950 level and that export earnings have begun 
to expand again at a moderate rate. Although gold and 
exchange reserves have declined sharply from their 1957 
peak, Venezuela still holds around one-quarter of the 
total reserves of Latin America, and there is very little 
foreign indebtedness to offset against those holdings. 


early sixties. Mexico also has fairly large gold a: 
foreign exchange holdings and very little foreign indebte 
ness to offset against them. 

A further favourable factor in Mexico has be 
that agricultural production for the domestic mark 
particularly wheat, has been expanded rapidly. Thus t 
two major bottlenecks encountered by the countries w 
severe inflation have been relatively absent in Mexi 
In these circumstances the country has been able 
achieve rapid growth and a relatively advanced develc 
ment of the industrial sector without the same inflationé 


Table 35. Latin America: Annual increase in the cost of living index® 


(Percentages) 
1960 1961 1962 1963 1964 
Countries where inflation is severe 
Argentina 12.1 18.8 31.7 27.8 19.0 
Brazil . 32.1 43.8 61.6 80.7 87.0 
Chile . 6.0 OS) Dill. 44.3 38.8 
Colombia 6.5 4.3 5.0 46.0 2h 
Uruguay 26.7 10.3 11.4 43.4 35.4 
Countries where inflation is moderate 
Bolivia 10.2 7.9 3:3 (—)1.9 10.5 
Ecuador 3.1 3.0 4.7 yp? 2.6 
Peru . 25 13 4.5 8.6 127 
Paraguay 13.9 SiS 
Countries enjoying relative stability 
Costa Rica . : 2:6 0 48 2.8 1.8 
Dominican Republic (—)6.6 (—)5.3 15.6 10.6 —0.9 
El Salvador. 0 (—)4.0 3.2 2.0 — 
Guatemala . 1.0 2.0 (—)2.0 1.0 — 
Haiti . (—)7.1 3.4 (—)5.6 ual at 
Honduras 0.3 0 4.0 29 3.8 
Mexico 6.7 (—)1.8 1.8 0 3.6 
Nicaragua . 3.4 (—)3.2 0 4.3 2.0 
Panama = Pee 0 0 2.0 
Venezuela . 1.0 169 (—)1.9 29) —-1.9 
Source: ECLA, on the basis of official statistics. _ previous December to December of the year 


® Percentage increases are for the period from the 


It is this unmatched favourable situation in the external 
sector which largely explains the success with which 
Venezuela has avoided inflationary difficulties. It has 
been possible, via imports, to bridge gaps and avoid 
bottlenecks to an extent few other countries could hope 
for. Government receipts from the external sector have 
been large and have grown substantially, so that expendi- 
tures could be expanded without the same pressure on 
the financial structure. In this environment industrializa- 
tion and diversification of the economy, and a rapid 
urbanization, have been possible within a framework of 
relative price stability. 


Mexico presents a somewhat similar situation. There 
has been a considerable diversification of the export 
structure during the post-war period (although it still 
depends on primary commodities), and combined with 
substantial earnings from tourist expenditure, total ex- 
change earnings have been relatively large and have 
expanded at a rapid and steady rate. There was, how- 
ever, the same period of crisis at the end of the fifties and 


mentioned. 


pressures encountered elsewhere. Prices rose at 
moderate rate throughout the fifties, but after 1‘ 
almost complete price stability has been maintained. 

In the countries which have been classified as expe 
encing moderate inflation, prices have fluctuated, but hé 
risen on the average at an annual rate of around 5 
cent during the sixties. Paraguay is an exception, pri 
having risen rapidly in 1960 and 1961, but they appear 
have been quite stable during the past three years ( 
lack of data this is based on IMF figures showing lit 
expansion in the money supply during the past th 
years). Colombia might also be placed in this grec 
except for the year 1963, when the cost of living r 
46 per cent. 

The countries in this group are of two sorts. Boli 
and Paraguay are similar in structure to most of » 
countries which have been able to maintain relat 
price stability. They are small economies, and the ind 
trial sector remains relatively small. They differ in t! 
the external sector has been less favourable in b« 
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countries, and both have followed less orthodox mone- 
tary and fiscal policies. Inflation in these countries has 
not been linked to the process of changing social and 
economic structures to the extent that it has in the 
countries which have experienced severe inflation in 
recent years. 


Both countries, but more especially Bolivia, experienced 
extremely rapid inflation during the fifties, and although 
this was associated with difficulties in the external sector 
in both cases, it was essentially of the traditional excess 
demand type and came from large budget deficits. The 
improvement in Bolivia has been particularly striking. 
After the cost of living had been rising at an annual 
tate of over 100 per cent for a number of years, a stabiliza- 
tion programme was instituted, and price stability was 
briefly achieved in late 1957-58. Since that period prices 
have again risen, but at a moderate rate. During the 
years 1961 through 1963 considerable improvement was 
achieved in the operation of the government budget. By 
1963 current receipts were more than 50 per cent above 
the 1960 level, in terms of current prices, entirely as a 
result of improvements made in the system of tax adminis- 
tration. Expenditure rose much more slowly so that 
there was a major reduction in the deficit. Still, there 
remained a deficit on current account (7 per cent of 
receipts), and budget expenditures on capital account 
remained at a low level. The country’s investment pro- 
gramme, and to some extent even current expenditure, 
still depend heavily on the inflow of funds from abroad. 
There has been an effort at direct investment aimed at 
improving the country’s export possibilities which, aided 
by rising prices for non-ferrous metals, has already had 
some success. This, combined with the more rapid 
growth the country has experienced, particularly in the 
agricultural sector, has also contributed to holding down 
the price increases to a moderate rate. 


In Ecuador and Peru the situation is rather different. 
These are somewhat larger economies, and the process of 
diversification and industrialization has begun although 
it is still far short of the stage reached in the more advanced 
countries of the region. Accordingly, the strains and 
pressures associated with this process have not as yet 
become so severe. In addition, both countries, especially 
Peru, have experienced a relatively favourable develop- 
ment of the export sector. Price increases have thus 
been held within moderate limits. 


Of the countries which have experienced severe infla- 
tion, Colombia is a somewhat special case. The general 
characteristics of the economy are rather similar to those 
just described (except that the external sector has not 
been favourable in recent years) and the rate of inflation 
has been moderate—with the exception of 1963 and the 
early months of 1964, when prices rose very rapidly. 
This period of severe inflation in the country is further 
illustrative of the importance of the external sector, in 
this case as a cost factor, or as an incentive to general 
price increases. 


During the course of 1961 and 1962 there was a con- 
siderable expansion of the means of payment in the 
country, and pressure against the balance of payments 
was felt at the end of 1961. At the beginning of 1962 the 
monetary authorities increased reserve requirements and 
imposed prior import deposits to offset the pressure, and 


during that year some further restrictions were imposed. 
Prices rose only moderately, but by the latter part of the 
year the pressure against the balance of payments was 
too strong, and in December the peso was devalued some 
34 per cent. During the following four months the cost- 
of-living index rose 27 per cent, essentially as a response 
to the devaluation. The fiscal situation, for example, 
was considerably better in 1963 than it had been during 
the preceding year. The rate of inflation then declined 
substantially, but prices continued to rise quite rapidly 
through May 1964; during the 13 months ending at that 
date the cost-of-living index rose 30 per cent. Thereafter 
prices declined, the cost-of-living index falling by more 
than 10 per cent during the last half of the year. 


Uruguay, in terms of general economic structure, is 
similar to the other countries which have experienced 
severe inflation: and the particular context in which 
inflation has occurred is much like that of Argentina, 
which is discussed in somewhat more detail below. 
Despite the fact that the country is relatively small, the 
economy has been substantially diversified along the 
general lines of import substitution. The industrial sector, 
in particular, accounts for some 23 per cent of the gross 
product, comparable to the most advanced industrial 
countries of the region. The export sector has become 
a severe bottleneck in the course of this process. Export 
values have fallen well below the level achieved during 
the early fifties, and the import coefficient has declined to 
a very low figure for a small economy. The result has 
been a prolonged period (since 1957) of economic stag- 
nation and declining per capita income levels. 


In this context inflation has led to an increasingly bitter 
struggle over relative shares of income, and the social 
tensions have aggravated the process. Moreover, there 
have been the general problems arising out of continuing 
inflation in this type of economic structure: in particular, 
the government financial position has deteriorated seri- 
ously in recent years. 


The much more rapid rate of inflation during the past 
two years is again an illustration of the importance of the 
exchange rate as a cost factor, or as an incentive to general 
price rises. During 1961 and 1962 the cost of living rose 
only moderately, and during the first five months of 1963 
the increase was only 3.4 per cent. At that point the 
exchange rate, which had been under pressure for some 
months, could no longer be maintained, and a 50 per cent 
devaluation occurred. There was an immediate and 
sharp response of prices, and during the remaining seven 
months of 1963 the cost of living rose 40 per cent. 
During 1964 the rise has continued at only a slightly 
slower pace, and with the exchange rate again under 
pressure, the prospect is for a continuation of very rapidly 
rising prices. 


Uruguay has for some years had an official price 
stabilization programme, similar both in content and in 
results to Argentina’s. It has not proved effective in 
controlling the price rise in the prevailing circumstances, 
and during the past two years attention has increasingly 
turned to the underlying problems of reform and to 
measures designed to end the prolonged stagnation of 
the economy. Already in 1964 the policy of trying to 
restrain demand was relaxed somewhat, and plans for 
1965 call for a further move in this direction. 
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3. INFLATION IN ARGENTINA, BRAZIL AND CHILE 
(a) Argentina 

Prices in Argentina have risen at a substantial, but 
fluctuating rate during the first half of the sixties, a 
continuation in this respect of the situation which charac- 
terized the entire decade of the fifties. In spite of the 
persistence and magnitude of the problem, prices have 
to date not gone through a sustained period in which they 
spiralled rapidly, although there was a price explosion in 
late 1958 and the first half of 1959. This is largely a 
reflection of the fact that during the past decade and a 
half stabilization programmes have been periodically 
put into effect, first on a strictly national basis, and, since 
1955, in co-operation with the international lending 
agencies. While these programmes have not achieved 
price stability, they have prevented a sustained price 
spiral. 

Argentina has been characterized in recent years by a 
considerable amount of tension among different social 
and economic groups, and this has had its reflection in 
the problem of inflation. To a substantially greater 
extent than is the case in other Latin American countries, 
inflation has resulted from income demands from different 
sectors which, in the aggregate, have exceeded the avail- 
able income. This problem had its origin in the events 
of the latter half of the forties, and its solution has faced 
a major obstacle in the fact that the rate of growth of 
the economy has been very low since those years. Con- 
flicting demands which might have been dissolved by a 
rapidly growing total have become instead increasingly 
harsh over a prolonged period during which the gains of 
one group have of necessity been largely at the expense 
of another. 


The underlying pressures arise largely from the external 
sector, which has been a severe bottleneck since the late 
forties, and has in its turn been largely responsible for 
the very slow growth of the economy. It is the nature of 
the export sector and the measures which have been 
taken to stimulate production in that sector which link it 
closely with the inflationary process. Export earnings 
(agricultural) can be increased by devaluing the exchange 
rate, but this will also raise the price of a number of 
foodstuffs which bulk large in household consumption, 
and hence raise the cost of living, and bring pressure from 
labour groups for a compensating increase in wage rates. 
It will also, through higher import prices, increase costs 
in other areas, principally in the industrial sector, and 
these tend to be rather quickly reflected in higher prices. 


Thus the very process of granting higher relative prices 
to the agricultural sector sets off a series of reactions 
which moves those relative prices toward their earlier, 
lower, level. Relative prices for agriculture have been 
improved—they have been on the average some 20 per 
cent above their low 1948-49 level—but they have fluc- 
tuated rather sharply, and this is a reflection of price 
responses in other sectors, and has meant that the period 
has been characterized by continuing inflation. Further, 
the increase in such relative prices has had as its counter- 
part a decline in average real income of wage-earners, 
and this has been a factor in the pressure for wage adjust- 
ments. There has been no increase in per capita incomes 
sufficient to reconcile these conflicting claims through a 
gradual but steady growth of the total available. 


These pressures can, of course, only lead to a limited 


price increase unless there is an accommodating increase 
in the money supply. The latter has been brought about 
principally by the government budget deficit (which is 
also to a degree an independent demand factor leading te 
inflation), and by expanding bank credit to the private 
sector. While it is with these elements that the stabiliza- 
tion programmes have been largely concerned, it has not 
been possible to hold the expansion of the money supply 
to the level required to produce price stability. With the 
pressures which have existed in Argentina this would not 
have been feasible. As it is, such a policy has been fol. 
lowed to the point where serious damage appears tc 
have been inflicted on the economy. 

There has been a large government deficit in each of 
the years from 1958 to date, but it is important to note 
the cause of the deficit. It has not resulted from risins 
expenditures. The trend during the sixties is indicated ir 
table 36. 

Only in 1963 was there an increase in real expenditures 
but the level of expenditures in 1960, as a percentage o 
the gross product, was already well below the level whict 
had prevailed during the first half of the fifties. 

Income, on the other hand, has declined in real terms 
and it is this which has produced the large deficit 
particularly during the past three years. The trend o} 
tax payments is shown in table 37. 

The decline in income, particularly in 1964, was in par 
due to the method of financing the deficit; in 1962 anc 
1963 it was financed to an important extent by non 
payment of suppliers, and the notes arising from thi 
practice could then be submitted in lieu of taxes in late 
periods. However, it has principally been the result o 
the tendency for real income to lag in a period of risin; 
prices, and of difficulties in enforcing tax collection. 

The deficit, as a result, rose sharply in real terms in 196: 
and again in 1964. Nevertheless, inflation in Argentin: 
cannot be explained very well, even superficially, in thes 
terms. For example, although the deficit rose sharpl 
in 1964, prices rose at a slower rate than during th 
preceding two years. Other contradictions of this sor 
can be observed by tracing the history of inflation during 
the fifties. 

Efforts to eliminate the deficit have largely beer 
directed towards reducing expenditures, and while som: 
success has been achieved there are serious limitation: 
to such a policy. It depends essentially upon eithe 
reducing the number of persons employed or upon hold 
ing down wage levels. Retrenchment took place in a1 
environment where unemployment was already a seriou 
problem, particularly in 1962 and 1963. The growth o 
the labour force has therefore exerted considerable pres 
sure in favour of new job opportunities and dismissin; 
workers in this situation is, of course, even more difficult 
Holding down wage and salary levels encounters th 
difficulty that these are already, in real terms, well beloy 
the levels reached at the end of the forties and ther 
is hence considerable resistance to further reductions 
Moreover, labour organizations are stronger in Argentin: 
than in most other countries of the region. 

The other major source of the increase in the mone 
supply is bank lending to the private sector, and limitin; 
this increase has been a major aim of the stabiliza 
tion programmes. This has been pushed to the poin 
where it probably has seriously obstructed the norma 
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functioning of the economy. For, while bank credit is a 
determinant of the money supply, and reducing it may 
be regarded as easing the pressures of demand, such credit 
also plays an important role in the functioning of the 
private sector, and severe restriction always runs the risk 
of leaving some producers short of funds and hence 
reducing production. The outstanding balance of bank 


financed almost entirely by an increase in bank credit. 
Bank lending to the private sector was less restrictive. 
The economy recovered its buoyancy, production in- 
creased sharply and prices rose less swiftly than in the 
previous year. This may certainly be attributed, to some 
extent, to the extreme to which the policy of restrictions 
had been pushed in the preceding years. Nevertheless, 


Table 36. Argentina: Percentage change in real expenditures of the National Government 


Consumption expenditure . 
Capital expenditure . 5 - 
TOTAL 


1961 1962 1963 1964 
Cyn (=)3.2 (—)5.5 322 

—)9.5 (—)18.6 28.6 0.6 
(—)4.9 (—)8.9 5.5 ()iil 


Source: ECLA, on the basis of official statistics. 


Table 37. Argentina: Coefficient of taxes paid 
(Percentage of the gross product) 


1961 1962 1963 1964 

Income taxes . ‘ 4 A - : 3.6 pass} 2.6 1.8 
Social security . . : ‘ , 4.7 4.3 £5 4.1 
Indirect taxes . . : ; Fs i 10.2 8.2 8.1 6.7 
TOTAL 18.5 15.0 13.9 12.6 


Source: ECLA, on the basis of official statistics. 


lending to the private sector, as a percentage of the gross 
product, is shown below: 


Per cent Per cent 
1955 - 5 - 32 1960 5 . : 18 
1956 E c 31 1961 j ; 5 20 
1957 3 5 28 1962 5 é 5 18 
1958 é a “ Oi, 1963 c 6 5 17 
1959 Z 6 - 18 


From 1955 through 1958 there was a slow, but signi- 
ficant decline, and in 1959, with the undertaking of the 
major stabilization and control policy, there was a preci- 
pitous drop. In recent years there have been mild 
fluctuations around this much lower level, and during 
these years complaints of a lack of credit from the private 
sector have been very general. 

The restrictive monetary measures have to a consider- 
able extent been offset by a rise in the velocity of circula- 
tion, this now being close to double the 1955 figure. Such 
an increase is generally taken to imply a decline in the 
willingness of the community to hold on to money, that 
is, a decline in the propensity to save. In Argentina this 
increase is often taken to be a reflection of the shortage 
of credit and hence of funds available to the business 
community. Probably both factors are relevant. The 
political instability, social tensions and continuing infla- 
tion have undoubtedly undermined the willingness to 
save and/or to hold monetary assets. At the same time, 
the business community, faced with a sharp reduction in 
the real volume of lending, has been compelled to make 
more intensive use of the funds available. 

The stabilization effort was to a considerable extent 
dropped in 1964. The budget deficit was large and was 


inflation remains a major problem for Argentina’s 
economy. 


(b) Brazil 

Inflation has been considerably more severe in Brazil 
during the past few years than in any other country of the 
region. The problem is not a new one, prices having 
risen on the average around 20 per cent per annum during 
the fifties, but only in 1959 did they begin to enter a 
spiralling phase. In that year the increase was over 40 
per cent, and, after easing somewhat in 1960, has been 
larger in each successive year. In 1964 the increase in the 
cost of living was some 87 per cent. In virtually all that 
period no major stabilization effort was put into effect. 
Programmes were drawn up and begun in 1958 and again 
in early 1963, but were dropped after brief periods. 
Only in mid-1964 did stabilization become a major aim 
of government policy, and a programmme aimed at 
gradual deceleration of inflation become effective. The 
year 1964 was viewed essentially as a year of transition 
in that programme and, as noted, prices continued to 
rise very rapidly. 


While Brazil, like Argentina and Chile, has had pro- 
longed experience with serious inflation, it has occurred 
in a markedly different context. First, unlike the other 
two major countries with a tradition of severe inflation, 
Brazil has not had much experience with stabilization 
efforts. Secondly, Brazilian inflation has occurred (until 
1962) in an environment of rapid economic growth, which 
has, in important respects, made it an easier problem to 
deal with. And, finally, the causes of inflation in Brazil 
have been quite different. 
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The re-emergence of substantial inflation in 1951-52 
was primarily the result of a boom in private investment 
expenditures—encouraged by a liberal import policy and 
easy bank credit. In 1951 and 1962 gross private invest- 
ment, as a percentage of the gross product, was more than 
double the 1950 level, and it remained high throughout 
the first half of the decade. When public investment is 
added, total investment remained at a high level, and was 
an important factor in the inflationary pressure through- 
out the decade. But this investment at the same time 
made possible a steady and rapid expansion of the level 
of income, and major changes in the structure of the 
economy. This was an important factor in preventing 
inflation from developing into an increasing spiral during 
the fifties, and in mitigating many of the difficulties 
asscciated with inflation itself. There was not, for 
example, the same bitter fight among different social 
groups over their share of the total which has been 
apparent in Argentina or Chile; it was possible to increase 
taxes and improve the tax system without evoking the 
same bitter opposition; and the growth generated con- 
fidence in the country’s future and reduced concern over 
inflation, largely averting the flight from money which 
made inflation so difficult to deal with elsewhere. 


Toward the end of the fifties, however, the forces under- 
lying inflation began to shift, and the relatively favourable 
situation described above was progressively undermined. 
The turning point came with the coffee crisis. From 1957 
through 1961 production was far in excess of the amount 
which could be sold in world markets, and resort was 
had to the traditional policy of withholding stocks from 
the market in an effort to support world prices. The 
funds paid out in the process of maintaining this pro- 
gramme were large and, with the peak coffee crop of 
1959, amounted to nearly 3 per cent of the gross product. 
Combined with a government deficit in the same year 
these outlays led to a rise in the price level of over 40 per 
cent. In retrospect, 1959 was a turning point in the 
Brazilian inflation. 


The spiralling inflation of the sixties stemmed from a 
large deficit in the public sector plus the growing impor- 
tance of the self-propagating factors of inflation itself. 
The major factor in destroying the balance in the public 
sector was the coffee crisis, and the payments made in 
the process of the stock-piling programme. After the 
very large 1959 crop, smaller payments were required in 
1960 (and the rate of inflation correspondingly declined) 
but in.1961 the crop was again large and very substantial 
payments for stock-piling were again required. But since 
that year the coffee problem has not been an important 
contributing factor to the Brazilian inflation. As a result 
of severe frosts the crops have been much smaller during 
the past three years. In 1962 it is probable that a small 
amount of stock-piling was necessary, but in 1963 and 
1964 the crop was below the marketable level, and 
significant sales from stocks were possible. That the 
coffee programme—the major factor in destroying the 
balance—should actually have contributed funds in 
recent years, is an indication of the extent to which 
inflation in Brazil is out of control. 


The public sector deficit has increasingly been the 
result of imbalance in the Federal Government budget. 
But this imbalance has been of an essentially different 
sort from that experienced by other countries (such as 


Argentina or Chile) with a long tradition of inflation. In 
these countries the deficit has been caused to a large 
extent by the rigidity of the tax structure and the failure 
of receipts to keep pace with rising prices. This has not 
been the case in Brazil. As was noted earlier, the tax 
structure in Brazil was reorganized on a much more 
flexible basis in the early post-war years, and receipts have 
risen steadily in line with income and price levels. Even 
during the recent period of rapidly spiralling prices there 
appears to have been a steady, although small, rise in 
real receipts. | 


The emerging deficit in the federal budget has resulted, 
rather, from a very rapid increase in the level of govern- 
ment expenditures. In real terms Federal Government 
expenditure has roughly doubled since 1955. What is 
more important, in the two-year period 1960 to 1962 
alone—the interval in which the price spiral arose—such 
expenditure increased by some 25 per cent. No statistical 
breakdown is available which would indicate with reason- 
able accuracy the areas in which this increase occurred. 
It is probable that the great increase in recent years has 
been rather generally distributed, and is due in large part 
to the political instability and consequent general lack of 
discipline which characterized the period that followed 
the political crisis in mid-1961. Thus, the deficit rose 
rapidly and appears to have exceeded 5 per cent ol 
the gross product in 1962 and 1963 (the deficit during the 
years 1961-63 appears to have been about one-third the 
level of total expenditures, but different figures are usec 
in different sources). It may be noted that in recent year: 
payments to cover operating deficits incurred by the 
railways and the merchant marine have accounted fol 
nearly half the total deficit of the Federal Government. 


Once inflation began to spiral the struggle to secure ¢ 
relative share of income began to assume a more impor. 
tant role, and this was aggravated by the decline in the 
rate of growth which the country has experienced sineé 
1961. An important factor in keeping inflation unde 
control during the fifties was the fact that this struggle 
was moderated, and that exchange rates and wages were 
adjusted only after relatively long intervals of stability 
For example, during the fifties there were three periods 
when the exchange rate remained roughly constant for 
periods of two years or longer, the last of these extending 
through 1960. Since then adjustments have been mort 
frequent and substantial. A similar shift occurred witk 
respect to wage legislation. During the fifties the mini. 
mum wage was adjusted on the average of once ever} 
two years, but since the increase at the end of 1960 (afte1 
an interval of slightly less than two years) the adjustment: 
have been made annually, and have approximately 
equalled the intervening rise in the cost of living. Adjust: 
ment of wage rates for civil servants similarly became 
more frequent. And in 1962 legislation was enactec 
requiring all employers to pay an additional month’ 
salary at the end of the year. 


The increasing importance of factors of this sort can be 
gauged from the fact that although the pressure from the 
government deficit was the same in 1963 as in the pre. 
ceding year, and substantial sales were made from coffee 
stocks, enabling this sector to provide funds, inflatior 
nevertheless continued at a much more rapid rate ir 
1963 than in 1962. 


With the change in government in early 1964 the 
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roblem of inflation became a major focal point of 
overnment policy. A programme was adopted which 
imed not at trying to stop inflation immediately, but at 
chieving a gradual deceleration. During 1964 the goal 
as to limit the expansion of the money supply to 70 per 
ent, and to change the character of the inflation from a 
umulative to a corrective type; during 1965 and 1966 
the increase in the money supply was to be limited to 30 
and to 15 per cent respectively. The programme en- 
visioned four areas of action, similar in nature to those 
embodied in other stabilization programmes in the region: 
reducing the government deficit, removal of price controls, 
a policy of credit restriction, and a policy of wage 
restraint. 

Considerable progress was made during 1964 in adjust- 
ing previously controlled prices, and in removing some 
subsidies which had acted toward the same end. The 
exchange system was progressively liberalized, and a 
single, unified exchange rate achieved; this meant, among 
other things, eliminating the subsidies which had been 

ranted to wheat and petroleum imports. The rates for 
public utility services were adjusted upward, and the 
prices of some consumer goods were freed from control. 
All of these change had the immediate effect of increasing 
prices. 
Some progress was made in reducing the size of the 
Federal Government deficit in real terms. This was 
achieved by a substantial increase in real receipts, there 
appearing to have been little reduction in expenditure in 
teal terms. In particular, no significant progress has as 
yet been made in reducing the deficit of such enterprises 
as the railways. 


Wage policy has been aimed at restricting the increase 
to less than the previous price rise, and to stagger the 
different categories of wage increases over time. Increases 
were granted to different groups at different times during 
the year, and as a rule were less than the intervening 
increase in the cost of living. The intention is to delay 
the adjustment of the minimum wage until May, and to 
hold the adjustment significantly below the rise in the cost 
of living. 

The principal difference in the administration of the 
Brazilian programme and those of some other countries 
(particularly Argentina) is in the area of credit policy. 
Although the Brazilian programme specifically includes 
a policy of credit restraint, this appears to have been 
mild, and to have been administered more flexibly. 
Figures for expansion of bank credit to the private sector 
are not available, but the expansion of the money supply 
was not too sharply restricted, and at the end of the year, 
when credit requirements rose, the money supply seems 
to have responded rather flexibly. 


It would be premature to pass judgement on the 
effectiveness of the policy. As noted, 1964 was viewed 
essentially as a year of transition. Prices rose at a slightly 
more rapid rate during the year as a whole than in 1963, 
but the rapid spiral of the preceding three years did not 
continue. And government spokesmen point out that 
the rate of increase during the first quarter of 1964 was 
substantially higher than that which prevailed during the 
remainder of the year. Bearing in mind the character of 
Brazilian inflation, the type of programme adopted would 
appear to have a greater chance of success than has been 
the case in other countries. 


(c) Chile 

The past few years in Chile have been marked by the 
achievement of relative price stability in the early sixties, 
followed by the breakdown of that stability in late 1962, 
with prices again rising at a rapid rate during the latter 
months of that year and during 1963 and 1964. The 
relative stability itself was only achieved after a rather 
protracted experience with stabilization programmes, and 
is a further illustration of the difficulties of maintaining 
price stability in a country with serious underlying econo- 
mic problems, and with a long tradition of inflation. 
Chile is usually given as an example of a Latin American 
country with a tradition of inflation, where lagging 
agricultural production has played a major role in 
inflation and where the external sector has long been a 
severe bottleneck. These underlying factors must be 
borne in mind when discussing Chile perhaps even more 
than in the case of Argentina; but the short-term factors 
which have influenced recent events, as in Argentina, 
have been those associated with the carrying out of a 
stabilization programme. 


Stabilization became a major policy aim in 1955, after 
the very rapid rise in prices threatened the country with 
hyper-inflation. The programme adopted during the 
following three years did not differ markedly from that 
applied in Argentina and described earlier. In more 
recent years, however, there has been an essential differ- 
ence between the policy followed in the two countries. 
In Chile greater emphasis has been placed on achieving 
a more rapid rate of growth, with the expectation that 
this would contribute to price stability, and this has been 
associated with a very large-scale scheme of foreign 
borrowing. 


The stabilization programme was a long-term project. 
The very low level of savings which had come to prevail, 
both in the public and in the private sector, was explicitly 
recognized, and it was felt that this could be overcome 
only by returning the economy to a substantially higher 
rate of growth than that of the middle and latter fifties. 
There would thus be an interim period when internal 
savings could not be expected to be available on the scale 
required. A policy of open borrowing abroad was adopted 
in order to bridge this gap within a framework of price 
stability. The interim period was to be utilized to enact 
various reforms which would enable the economy to 
continue the programme of stable growth on its own. 
There was to be a tax reform—the principal provisions 
of which were an increase in income tax rates, the col- 
lection of these taxes on a “‘pay as you go”’ basis, and the 
imposition of an effective land tax—in order to increase 
the level of savings in the public sector. An attempt 
would be made to stimulate and diverisfy exports and 
thus relieve the external bottleneck. There was to be an 
agrarian reform and other measures designed to stimulate 
agricultural production and restore Chile to self-suffi- 
ciency in this respect. 


The achievement of these long-term objectives might 
be expected to contribute to lasting price stability. 
However, little progress was made toward this end. The 
policies followed, which resulted in the period of relative 
price stability from mid-1959 to mid-1962, continued to be 
essentially short-term, and with the renewal of rapid infla- 
tion the country found itself in a situation not basically 
different, so far as stability is concerned, from that of 1958. 
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One of the major elements in the Chilean inflation has 
for long been the low level of savings in the public sector, 
or, in over-all terms, the existence of a substantial deficit 
in the government budget. While there has been some 
increase in receipts in recent years this has been offset 
by a roughly corresponding rise in current expenditure, 
so that there has been no significant increase in savings. 
And with the rise in investment expenditure in line with 
the development programme, there has been a sharp rise 
in the total deficit. The figures from 1960 to date are 
shown in table 38. 


in 1959, and since 1961 the gross inflow of credits he 
rivalled export earnings as a source of exchange. Th 
current account deficit has been large, but has been o 
the whole well below the volume of credits received, an 
has not shown the same sharp increase since 1961. Thi 
difference reflects the negative aspect of a policy of large 
scale borrowing: as the debt grows, and especially t 
the extent it is short-term, repayments tend to consum 
an important part of the new funds received. Amortizz 
tion payments on the Chilean debt, a substantial pai 
of which was short-term, have in recent years amounte 


Table 38. Chile: Government fiscal position 
(Millions of escudos at 1960 prices) 


1960 1961 1962 1963 1964 
Total receipts 707.7 739.2 780.9 765.3 (HS) 
Current expenditure 697.7 737.1 793.5 745.4 (REY 
Government savings 10.0 2.1 (—)12.6 19.9 42.4 
Investment expenditure . 205.7 205.9 244.6 252.9 246.8 
Aggregate deficit . 195.7 203.8 257.2 233.0 224.4 


Source: Direccién de Presupuestos, Exposicién sobre el Estado de la Hacienda Publica, Noviembre 


Table 39. Chile: External sector, selected items 


(Millions of dollars) 
1959 1960 1961 1962 1963 1964 
Gross credits received® . 186.3 164.9 436.4 350b 374.0 
Current account balance —24.7 —140.8 —245.6 —142.4 —108.4 
Imports (goods only) 426 553 614 549b 540 560 


Source: Banco Central de Chile data. 
®Tncludes compensatory credits. 


For the five-year period as a whole the level of savings 
is somewhat lower than that which prevailed during the 
second half of the fifties; and since investment spending 
rose sharply beginning in 1959, the aggregate deficit is 
well more than double that of the earlier period. 

In line with the desire to stimulate investment and 
growth, restrictions on bank lending were eased, and the 
three-year period 1960-62 saw a considerable expansion, 
in real terms, of bank lending to the private sector. 

Thus, paradoxically, the period of relative price stability 
in Chile coincided with a sharply higher deficit in the 
government budget, and a rapid increase in-bank lending. 
This was made possible by the policy of financing require- 
ments, over the short term, by foreign borrowing; and it 
is in the external sector that the major elements under- 
lying the variations in price movements are to be found. 

During the course of 1959 the exchange system was 
unified in a single rate, restrictions on dealings in exchange 
and on imports were virtually entirely removed, and 
measures were taken to encourage exports. The principal 
results of the policy, in so far as inflation is concerned, 
are shown in table 39. 

Borrowing from abroad, which had begun on a sub- 
stantial scale during the 1956-58 period, was expanded 


§ i Does not in- 
clude donations, changes in gold and exchange 


reserves of the banking system, or commercial 
arrears. 


b Estimate. 


to around 200 million dollars per annum, about one-ha 
the total of new credits received or, alternatively, abou 
one-third the value of total export earnings. 


While the current account balance shows more accu 
ately the extent to which the external sector absorbs func 
generated in other sectors of the economy, the movemet 
of imports is in the present context also an importat 
indicator of the extent to which the sector served t 
counteract inflationary pressures. The policy of stim 
lating imports aimed not only at absorbing funds whic 
might otherwise boost internal prices, but also at offerin 
competition to domestic producers; and there are indicé 
tions that this latter aspect was a factor in the period « 
relative price stability. Total imports, beginning in 196 
have been at a sharply higher level, and while part of tk 
increase was in the form of capital goods required by tk 
investment programme, there was also a sharp increase 1 
imports of consumer goods. 


There is little doubt that it was this sudden opening u 
of the external sector which stopped the rapid rise i 
prices in.1959. The cessation of inflation was abrup 
During the first six months of 1959 wholesale prices ros 
some 20 per cent, and the cost-of-living index 25 per cen 
and in both cases the rise was a steady one. At that poit 


fins 
i} 


there was an abrupt change; during the remainder of the 
year there was a slight decline in wholesale prices, and 
the cost of living rose only about 3 per cent. From mid- 
1959 to mid-1961 wholesale prices were constant, while 
the cost of living rose only by about 5 per cent. 

As developments in the external sector brought about 
the relative price stability, so events in the same sector 
were the central factor in destroying it, and are an unfor- 
tunate illustration of the extent to which pent-up demand 
for imports exists in a country such as Chile, and of the 
difficulties of establishing lasting price stability in a 
country with a long tradition of inflation. 

Since export earnings recovered in 1959 simultaneously 
with greater recourse to foreign borrowing, there was a 
significant increase in the country’s foreign currency 
holdings in that year, and the policy of liberal imports 
was continued through 1960 and the first months of 1961 
with little difficulty. The demand for imports continued 
to rise, however, and by mid-1961 pressure on exchange 
Ban evident. During the course of the year the Central 


Bank was forced virtually to exhaust its foreign currency 
oldings, and to obtain substantial short-term credits in 
order to finance imports. In spite of these measures 
here was an exchange crisis at the end of the year, and 
in January 1962 the unified exchange policy had to be 
dropped. A system of exchange restrictions was insti- 
tuted, a free rate was authorized for a small part of the 
exchange dealings, and although imports continued at 
the official rate some additional taxes and restrictions 
were imposed. In the face of continuing pressure the 
official import rate was devalued in October 1962. 
_ The trend of prices closely followed these developments 
in the external sector. With the beginning of the pressure 
in mid-1961 prices began to rise somewhat more rapidly: 
from mid-1961 to September 1962 wholesale prices rose 
6 per cent and the cost-of-living index 16 per cent. At 
this point the devaluation occurred, and the response of 
[prices was immediate: during the following three months 
wholesale prices rose by slightly more than 20 per cent 
and the cost-of-living index increased 15 per cent; and 
tices have continued to rise at a rapid rate ever since. 
| The higher cost of imports was undoubtedly an im- 
portant underlying factor in the renewal of inflation, 
particularly in view of the important role of wage-goods 
in the Chilean import structure. Such a structure means 
that the exchange rate is an important factor in deter- 
mining the cost-of-living index, and through that index 
va level of wage adjustments, and the functioning of the 


age-price spiral. It is also probable that the devaluation 
ontributed to some extent to the price rise by removing 
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the pressure of competition from imported commodities. 
Imports had already been restricted somewhat below the 
very high 1961 level, and with the sharp rise in their price 
in local currency domestic producers no longer needed to 
hold their own prices down for this reason. 


But it is important to note the manner in which the 
rapid inflation began. Following the devaluation there 
was an immediate and sharp rise in domestic prices; 
almost overnight the country found itself confronted 
with prices rising at an annual rate of 40 per cent or more, 
and this has continued to date. Inflation arising exclu- 
sively from higher costs or excess demand seldom develops 
in such a manner. 


A major part of the explanation would appear to be 
that the devaluation served as a generally recognized 
signal that the process of inflation was to be resumed; 
and the still rather fragile structure of confidence on 
which price stability depended collapsed. Expectations 
of a continuation of rising prices and a depreciating 
currency, which must always have been latent, considering 
the long history of such developments in Chile, imme- 
diately reasserted themselves and contributed strongly 
to the explosion of prices. 


With the resumption of rapid inflation resort was had 
to the traditional short-term measures, but these offer 
little prospect of success in the Chilean context. At the 
beginning of 1963 wages were increased by less than the 
preceding rise in the cost of living, but pressure was too 
strong to permit a continuation of this policy. Credit 
restrictions were reimposed, but these were offset to a 
considerable extent by a rise in the velocity of circulation; 
and this policy also has clear limitations. There is the 
danger that credit restrictions will leave some firms with 
insufficient working capital and hence interfere with pro- 
duction, not to mention expansion programmes, parti- 
cularly when it must be taken into account that bank 
lending to the private sector is already at a very low level 
in Chile compared with the other countries of the region 
at a similar economic level. 


With the change in administration in the final months 
of 1964, emphasis was placed on the structural changes 
required if the country is to achieve lasting growth and 
stability. Specific targets were laid down, aimed at 
gradually eliminating the inflationary process. In the 
over-all programme outlined by the Government, some 
of the chief aims are to expand and diversify exports, 
increase crop and stock production in conjunction with 
agrarian reform plans and various tax reforms designed 
to raise the volume of public sector savings. 


Chapter II 


A STUDY OF THE RECENT ECONOMIC SITUATION IN SELECTED COUNTRIES* 
A. ARGENTINA 


1. ARGENTINA’S ECONOMIC RECOVERY IN 1964 


In 1964 Argentina’s economy recovered from the severe 
depression that it had suffered during the two preceding 
years. The economic recovery extended to all sectors, 
reduced unemployment, increased industrial output in the 
basic sectors, and, in sum, resulted in an estimated 
increase of over 8 per cent in the domestic product. 

The increase in agricultural production, the relatively 
high level of export earnings (bolstered by an improve- 
ment in the terms of trade), and the increased flexibility 
of an expansive monetary and financial policy, were the 
main factors that stimulated the recovery and helped it to 


Table 40. Argentina: Growth rates of the domestic product, and of total and per capita real income 
(Annual cumulative rates) 


Gross 


domestic Real 


Period product income 
Total 

1950-55 Bez 2.8 
1955-60 2.7 Dail 
1960-642 12 1.4 
1960-61 3:9) 6.1 
1961-62 —=3.3 =A? 
1962-63 3:2 —4.1 
1963-64* 8.2 8.5 


Source: Figures prepared by the joint group 
representing the National Development Council and 
ECLA, on the basis of official statistics of the 


spread through the economy. Nevertheless, inflation 
continued at a rate only slightly below that of 1963 
(although at that time it took place during an economic 
slump) and some balance-of-payments difficulties per- 
sisted, but these are both problems of long standing in 
Argentina’s economy. 

The depression in 1962 and 1963 was so severe that, 
despite the significant increase in the domestic product in 
1964, the average level of economic activity attained was 
only 5 per cent higher than in 1960. Hence in 1964 the 
average per capita product and income were both still 
below those for 1960 (see table 40). 


Nevertheless, even with this sharp weakening of the 
economy, there have been changes in recent years that 
deserve comment because of their effect on the country’s 
subsequent development. The stagnation of agricultural 
production, the failure of exports to expand and the 


* For lack of data at the time of preparing the present chapter, 
the country-by-country analysis below does not include every Latin 
American country. For the same reason, the individual country 
studies vary as to content and size. 


Argentine Government. 
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deterioration in the terms of trade are three factors tha 
lie at the root of all the problems and difficulties o 
Argentina’s economic growth since before the fifties 
Throughout that decade the volume of exports rose ver 
slowly, and in 1961 the level was lower than in 193 
Thus a steady decline in the terms of trade (see figure XJ} 
which began during the two-year period 19484 
restricted the purchasing power of exports and kept it at 
level much below that for 1950. 


The economic growth rate was thus extremely vulnet 
able to the behaviour of the balance of payments. Agri 
cultural production as a whole remained at practical 


Gross 


domestic Real 
Population product income 
Per capita 
2.2 1.0 0.6 
1.8 0.9 0.9 
1.8 —0.6 —0.4 
1.8 4.1 4.3 
1.8 ull —6.0 
1.8 —7.0 5.9) 
1.8 6.4 6.7 


® Provisional figures. 


the same level, whereas industrial production achieved 
vigorous expansion! for a few years, and was the mo 
dynamic sector in the nation’s economy. Progress w 
made in import substitution in strategic branches of th 
economy, in basic intermediate products, durable co 
sumer goods, capital goods, and in particular in petro 
eum production. In view of the stagnation of expoi 
earnings, import substitution was forced ahead by 
severe restriction of imports (a policy which in ear 
years had been applied more flexibly), and recourse 
external financing, in the form of loans and direct inves 
ment, which reached its maximum levels in the thre 
year period 1960-62 (see again figure X]). 

In 1962 there was a marked change in the evolution 
the external sector (see table 41). There was an appre¢ 
able increase in the volume of exports, and new man 
factured items were included. Export earnings wei 
nearly 1,600 million dollars (at 1950 prices), and the lev 
dropped slightly up to 1964. At the same time the tern 


1 See Economic Survey of Latin America, 1963 (United Natio! 
publication, Sales No. 65.11.G.1). 
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‘trade improved in 1963 and 1964, even though they 
ere far below the indexes for Argentina prior to 1950. 


In any case, the purchasing power of exports rose 
iring those two years. In dollars at current prices export 
rings rose from 1,216 million to 1,410 million dollars, 
tween 1962 and 1964, a level that was never reached at 
vy time during the fifties, and that can be considered as 
latively high in comparison with the average of 1,000 
illion dollars attained during that decade. While 
rent foreign exchange earnings rose, imports, which 
ere severely restricted, fell between 1962 and 1964 from 
430 million dollars (including services) to about 
160 million. Hence the balance of payments (after 
lowance is made for the other movements) showed a 
irplus on current account, instead of the deficit of 
lier years. 

Despite the scale and favourable nature of the changes 
dicated by these figures, the external sector’s situation 
mained extremely rigid. In the first place, the exchange 
mtrol measures were intensified and imports remained 
mstricted, and secondly, the obligations representing 
aancial services on foreign loans and investment made 
earlier years resulted in a net outflow of capital that 
duced the country’s total external purchasing power. 
his situation is illustrated by the fact that in 1964 
nortization payments on the cumulative debt alone 
nounted to 400 million dollars, and represented 30 per 
nt of current foreign exchange earnings. Thus, despite 
ie surplus on the balance of payments, in 1964 Argen- 
na had to resort to its monetary reserves in order to 
alance its accounts with the rest of the world. 

In sum, Argentina presents a typical picture of the 
ficulties attendant on economic growth when the 
‘ternal sector is dominated by rigidities of the type 


Figure XI. Argentina: Evolution of the gross product, real income 
and the external sector 


(A) GROSS PRODUCT AND REAL INCOME 
(Index: 1950 = 100) 
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Source: ECLA, on the basis of official statistics and International 
Monetary Fund publications. 
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Table 41. Argentina: Evolution of the external sector 


(Millions of 1950 dollars) 


Volume of 


Purchasing 


ee eRe crs of 
the tourist effect rae 
trade Grade 

1950 é 1,167.6 —_ 1,167.6 
1955 ‘ 969.3 —223.4 745.9 
1960) 1,276.6 2929 1,061.7 
1961 : P1522 —168.6 983.6 
1962 . 1,605.1 =392:5 1,212.6 
19632 eee 1,589.5 —192.4 sheyTialh 
1964> . 1,552:5 —121.8 1,430.7 


Imports of 


Net income goods and Balance 
from external services Dauirrene 

eee 

trade 

—2.8 1,052.6 +112.2 
—17.0 922.9 —194.0 
See) 1,206.6 —200.8 
—102.6 1,472.6 —591.6 
—71.3 1,413.1 —271.8 
—69.8 1,090.8 + 236.5 
—103.0 1,170.1 +157.6 


Source: ECLA, on the basis of the International 


Monetary Fund (IMF), 


Balance of Payments 


Yearbook, vols. 8 to 16. 


escribed. Despite import substitution on a considerable 
ale, total external supply requirements still remain at a 
igh level although their composition has changed; 
hen in addition new obligations are undertaken for the 
rvicing of the external finance resorted to, whether for 
ympensatory purposes, basic capital formation or 
aport substitution itself, it is obvious that the squeeze in 
1e external sector must become more severe, unless ex- 
orts expand rapidly over the short term. The highly 
strictive conditions that govern the process emerge 


® Provisional figures. 
b Estimates. 


clearly in Argentina, where the external financial situation 
is not being resolved with the flexibility needed to 
nourish economic growth, even though export earnings 
rose in three years from 1,000 million to 1,400 million 
dollars. 

The development plan published by the Argentine 
Government at the end of 1964 proposes, in this con- 
nexion, to raise exports to a target level of 1,550 million 
dollars in 1969, on the assumption that agricultural 
output will increase at an average annual rate of 4.5 per 
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cent. Thus imports could be raised to 1,265 million 
dollars (1969) and industry could grow at an annual rate 
of 7.6 per cent. In these circumstances the plan assumes 
that the economy could develop at an average annual rate 
of 5.8 per cent between 1965 and 1969, after coming to 
the end of the stage of strong recovery of 1964. 


2. FINAL DEMAND 


The evolution of Argentina’s economy in 1964 was 
dominated by the features inherent in a process of 
economic recovery that began early in 1963, after a 


prices of agricultural products all helped both to sti 
late total demand and to facilitate imports of the 
materials and intermediate products needed for 
industrial recovery (see table 42). 

The dynamic effect of the external sector in 1964 
not due to an increase in the volume of exports, which 
fact appears to have been about 2.4 per cent lower thi 
in 1963. Thus the sector’s effect on total demand w 
due to other factors. In the first place, even thou; 
exports did not increase, their relatively high level (35 p 
cent above that for 1961) was able to have a more dynam 


Table 42. Argentina: Gross product, investment, consumption and the external sector 


1955 1960 1961 1962 1963 1964 
Thousands of millions of 1960 pesos 
Total investment 157.0 233.6 244.2 233.6 191.9 225.1 
Fixed . : : F 148.4 227k 247.9 243.6 198.3 214.3 
Machinery and equipment . TEES) 139.4 154.3 153.9 112.9 124.3 
Construction ; 74.9 87.7 93.6 89.7 85.4 89.9 
Total consumption 729.4 763.4 840.4 Tied 719.2 767.7 
Public . 74.9 85.6 87.4 82.4 78.4 82.7 
Private 654.5 677.8 753.0 695.3 640.3 685.0 
Exports of goods and services 77.8 102.5 93.0 128.8 128.3 125.2 
Imports of goods and services 87.3 114.1 139.3 133.6 103.2 110.7 
1955-60 1960-64 1960-61 1961-62 1962-63 1963-642 
Annual growth rates 

Total investment 8.3 —0.9 4.5 —43 —17.9 1753) 

Fixed . : : F ? 8.9 —1.4 9.2 —1.7 —18.6 8.1 

Machinery and equipment . NER —2.8 10.7 —0.3 —26.7 10.1 

Construction 5 32 0.6 6.7 —4.2 —4.8 3.3 

Total consumption 0.9 0.6 10.1 —7.5 —7.5 6.7 

Public . Pai —0.9 2.1 —5.7 —49 5 

Private 0.7 0.8 11.1 —7.7 —7.9 7.0 

Exports of goods and services Shi f By —9.3 38.5 —0.4 —2.4 

Imports of goods and services Sho) —8.8 22.1 —4.1 22.8 7.3 


Source: Figures prepared by the joint group 
representing the National Development Council 
and ECLA, on the basis of official statistics of the 


severe contraction in income and employment. Two 
types of factor determined the course of this recovery, 
the first relating to monetary and financial policy, and the 
second to the real expansion of production in agriculture 
and the basic industries, and to the rise in export prices. 
An expansive monetary and financial policy, which was 
applied more flexibly than in earlier years, influenced 
total demand through public expenditure, a moratorium 
on debts in the public and private sectors, and broader 
credit facilities for productive activities and for financing 
purchases of durable consumer goods. At the same time, 
the increase in agricultural output (due mainly to favour- 
able climatic conditions for grain crops), relatively high 
export levels and a rise in the external and domestic 


Argentine Government. 
® Provisional figures. 


effect once the limitations had disappeared that had be 
due to the restrictive policy applied and to the conseque 
cumulative contraction of the economy. Secondly, tl 
dynamic effect was heightened by the rise in world pric 
and the improvement in the terms of trade. Hence re 
national income was able to increase at the rate of 8.5 p 
cent, as against an increase of 8.2 per cent in the domes 
product. 


The rise in production and employment, the increase 
wages and the additional income to households resulti 
from the payment of overdue salaries and wages ai 
government transfers, resulted in an increase in persor 
income in 1964. Consequently there was a recovery int 
demand for consumer goods, which rose by about 7 fF 
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t. The expansion was most marked in clothing and 
able goods, including motor vehicles. The situation 
} different with respect to food items, especially meat, 
ause of the restrictions on supply, which led to a con- 
rable rise in retail prices and in the cost of living. 
spite the increase of 7 per cent in the demand for 
sumer goods, total demand did not recover its pre- 
ession levels, and the index of average per capita con- 
iption was 8 per cent less than in 1960. 

sross investment in capital goods rose by 8.6 per cent, 
1ough this rise was small in relation to the sharp con- 
tion in 1963. The very large margin of unused 


3. REDUCTION OF UNEMPLOYMENT 

The general economic recovery raised the level of 
employment, reduced by the recession. A study made by 
the National Economic Development Council, covering 
the capital and Greater Buenos Aires, indicates the 
powerful effect of the economic recession on employment 
in 1963 and the evolution of employment since the end of 
1963. This study, whose results may be regarded as 
indicative of the employment situation in urban activities 
in Argentina, gives an unemployment figure for July 1963 
of 8.8 per cent of the active population; this fell to 
7.4 per cent in July 1964, and it is estimated that by the 


Table 43. Argentina: Unemployment by economic sector 


(Percentage) 
Branch of activity July 1963 April 1964 July 1964 
Total 100.0 100.0 100.0 
Industry and construction . $23) SEY, STS: 
Food and beverages 22 1.9 2.0 
Textiles and clothing 15.0 13.8 10.3 
Paper, printed matter . 1.7 2.2 2.0 
Metallurgy and machinery 1335 8.6 8.3 
Chemicals . 5 Ee 7, 1.6 3.6 
Electricity, gas and water — — 0.3 
Construction F  eP2 3.8 5.0 
Miscellaneous industry 11.0 3.8 6.0 
Services 3 : : : 35.2 EY 39.7 
Trade, banking and insurance F 15.0 9.9 13.8 
Transport, storage and communication . 522 3.8 5.0 
Education 0.8 4.8 3.6 
Domestic service . A 3.0 52 5:3 
Medical and health services . 1.2 1.6 0.7 
Miscellaneous services . : : he 7.8 8.3 
Armed forces and government services . Das 2.6 3.0 
Additions to the labour force® 2, 28.6 22.8 
Percentage of the active population unemployed 8.8 Zod) 7.4 


Source: Survey made by the National Economic 
Development Council in the area of the capital and 
Greater Buenos Aires. 


acity in the two preceding years, together with the 
estment projects in the course of execution, made it 
sible to meet the expansion of demand by increased 
of the existing machinery, instead of having to resort 
new investment, as would have been necessary if the 
nomy had not been emerging from a situation of 
sssion and unemployment. Furthermore, restrictions 
imports of capital goods were maintained, and the 
orts of machinery and engines in the first nine months 
the year amounted to only 140 million dollars, as 
inst 226 million dollars for the same period in 1963. 
viously these figures indicate only the relatively low 
21 of new investment, and do not reflect the actual 
Is, but it should be noted that domestic industry 
reased import substitution of these items and that 
yorts had been relatively high in 1962 and 1963, and 
ce replacements and expansions were probably taking 
se on a considerable scale in 1964. 


® Unemployed persons seeking work for the first 
time. 


end of 1964 the level had fallen further, to 5.7 per cent in 
October. 


It is likely that this sharp drop in unemployment 
between July and October 1964 was partly due to seasonal 
employment, nevertheless there is no doubt that the eco- 
nomic recovery led to a rise in employment, even though 
this was not in proportion to the rise in production. 


The study referred to also provides information on the 
distribution of unemployment which is of special interest 
as an indication of the rate of unemployment in different 
economic activities (see table 43), although this aspect can 
only be studied up to July 1964, as there are no data 
available for any later period. 


In 1963 over half the unemployed (52 per cent) were in 
industry and construction, with specially high rates in the 
industries relating to textiles and clothing, metallurgy and 
machine-making, and public and private construction. 
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The services as a whole accounted for 35 per cent of all 
unemployment, almost entirely in the sectors covering 
trade and finance, transport and storage, domestic service 
and various government activities. The 1964 data show 
that up to July absorption of the unemployed took place 
mainly in industry and construction, whereas in the large 
sector of services unemployment appeared to remain at 
the same level as a year earlier, to judge by the figures 
given in table 43. There was a considerable fall in 
unemployment in textiles and clothing, metallurgy and 
machine-making and, to a lesser degree, in construction. 
During this stage of the recovery cycle the need for labour 
expanded mainly in the branches producing goods. 
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which contributed about 2 per cent, largely as a result 
the extraordinary expansion of petroleum producti 
since 1958. The share of the sector covering electrici 
gas and water was also notable, amounting to 2 per ce 
largely because of the rapid growth of electricity devel 
ment in Argentina in recent years. 


(b) Agriculture and fishery production 


It is estimated that the total output of the agricultu 
sector increased by about 7 per cent, an average fig 
which reflects changes of varying magnitudes in © 
different branches of crop and stock farming, as indica 
by the percentages given in table 45. The increase vy 


Table 44. Argentina: Changes in the composition of the gross domestic product 


Percentage of total gross domestic product 


Annual growth rates 


end 1950 1955 1960 1964 1950-55 1955-60 1960-64 1961 1962 1963 1965 
Agriculture . 18.7 19.6 16.9 16.7 4.2 —0.4 1.0 —1.7 0.5 —1.7 Al. 
Mining J ; 0.7 0.8 1.4 1.9 TS 14.0 10.3 32.5 13.5 —43 2.1 
Industry : 28.9 29.9 31.4 32:3 3.8 Sui. 2.0 8.1 —7.0 —5.1 13% 
Construction s 4.9 3.9 4.1 3.6 —1.5 3.6 a4B) Geil —5.4 —3.8 4. 
Electricity, gas and d 

water ; ; 0.9 ile! 1.3 1.9 6.3 6.3 EZ 20.2 11.0 5.9 8. 

Transport and com- 
munications 8.5 8. 8.1 71.9 2.8 2.0 0.6 4.9 —4.5 —7.0 9. 
Trade and finance . 18.5 18.0 18.8 18.7 2.5 3.6 0.9 11.0 —2.6 —10.3 7. 
Housing F ! 2D) Dal 2.0 2.0 2.6 1.6 0.3 0.5 — 0.6 — 
Government ; TES) 74 3} 6.9 2.0 D2 0.3 0.8 —2.1 — 0. 
Other services : 8.8 8.8 8.7 8.1 3.3 2.6 —0.7 2.0 —3.7 —4,3 34 
TOTAL 100.0 100.0 100.0 100.0 2, Penal ily? 5.9 —3.3 —5.2 8. 


Source: Figures prepared by the joint group representing the 
National Development Council and ECLA, on the basis of official 


4. PRODUCTION BY MAIN ECONOMIC SECTORS 
(a) Over-all changes in 1964 


Manufacturing was the sector that expanded most 
rapidly during 1964, to judge by the changes in the out- 
put of the major economic sectors usually resorted to for 
this analysis (see table 44). However, there were also 
significant increases in output in agriculture and in the 
basic services such as electricity and gas. In addition, it 
should be noted that while in the industrial sector much 
of the increase represented a return towards the levels of 
earlier years, in other items, such as those relating to 
grains, steel and the sources of energy already referred 
to, production resulted in increased exports or had an 
effect on key factors that had been traditional obstacles to 
general economic growth. 

The process of recovery extended to the provision of 
services, both in the branches concerned with the produc- 
tion, circulation and distribution of goods, and in those 
relating to personal services. But the evolution of the 
latter activities reflected the same features as the evolution 
of employment, since the increase in the production of 
services was lower than in the production of goods 
(10.5 per cent). 

In brief, the sectoral structure of the domestic product 
was again notable in 1964 for the growing importance of 
the industrial sector, whose share is estimated at about 
32 per cent (see again table 44), and of the mining sector, 


statistics of the Argentine Government. 
4 Provisional figures. 


mainly due to the improved grain harvest, since the le\ 
of output for other crop items are the same as or bel 
those for 1963, and the increase in stock-farming was | 
than 3 per cent. 

The harvests of the main cereals—wheat, maize, 0% 
barley and rye—were appreciably larger in 1963/64 tt 
in the preceding season. The wheat harvest was 0 
8 million tons, the highest level for the past twenty-t 
years; the maize harvest was 5.4 million tons, as agai 
4.4 million in the preceding year, and the total for 0: 
barley and rye together was 145 per cent higher than 
the 1962/63 season, although the latter was a particula 
poor year for those items. 

The increase in grain production was due mainly to 
favourable climatic conditions, but there are also grout 
for believing that there was some improvement in — 
technical and general conditions of agricultural prod 
tion in Argentina, as a result of the policy of strc 
encouragement pursued by the Government in ¢ 
sector, which had led to such results as an increase in 
level of mechanization and the use of hybrids in ma 
production. 

Beef cattle production, which is the main item 
Argentine stock-farming, increased relatively little, 
estimated 2 per cent. Despite favourable conditions, 
regards both climatic factors and other product 
conditions, as well as the steadiness and expansion 
demand, stock-farming was unable to expand rapi 
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cause the drought of earlier years (1961/62) had reduced 
e carrying capacity of the pastures and led to an increase 
slaughterings and a reduction in the number of dams, 
us reducing reproductive capacity for the next few 
ars. In 1964, moreover, another well-known phase of 
\ck-farming took place. Pastures were improved, the 
trying capacity of the ranches was raised, financing was 


ble 45. Argentina: Annual changes in the volume of agricultural 


output in 1964 
Activities Percentage change 

Total . , i é . a 3 : 7.0 
Crop production . . . 3 , 5 11.6 
Cereals and flax . . ‘ 3 5 3 32.1 
Cash crops . , é A 5 * : 0.6 
Fruit . 3 . 3 ‘ ; ; ‘ —7.3 
Vegetables and pulses . , ; ‘ * —6.1 
Livestock production . F ¥ , : 2.8 
Beef cattle . : é 4 , , ; 2.0 
Sheep . 5.0 
ISS 0 

Wool . Sul 
Milk . , : ‘ : 3 = 1.0 
Poultry and eggs . 4 : ‘i . : 153) 


SOURCE: Figures prepared by the joint group representing the 
tional Development Council and ECLA, on the basis of official 
tistics of the Argentine Government. 


ailable, and the result was that a policy of fattening and 
thholding from slaughter was followed which consider- 
ly reduced the supply on the domestic and export 
irkets (see the figures in table 46)? and which also 
sreased the stocks on the farms. 


The smaller supply, in conjunction with a general 
rease in demand, led to a price rise, further encouraged 
high prices on the world market, and the resulting 
rease in earnings was an additional incentive to limit 
> supply. Two indexes illustrate this evolution of the 
yck-farming sector in Argentina. One is the average 
ight registered at the sales of stock which, to judge by 
> statistics for the Liniers market, rose from 357 to 
9 kg in the last two years. Another index is the whole- 
e price level, which during the first eight months of 
64 was 70 per cent higher than for the same period in 
> preceding year, thus putting the stock sector on a 
atively favourable footing in relation to the evolution 
agricultural prices and of the economy as a whole. 


In these circumstances meat consumption tended to 
cline, at an estimated rate of over 15 per cent in the 
pital and Greater Buenos Aires; the Government 
posed restrictions on retail sales in order to obtain 
portable surpluses, and the end result was undoubtedly 
timulation of the demand for substitute products such 
mutton and fish.* 


Wool production was 186,000 tons, as against 175,000 
‘the previous year. The recovery of the textile industry 


It is believed that slaughterings did not decline as much as the 
tistics appear to indicate, since the 1964 data do not include the 
egistered slaughterings which probably took place. 

The slaughtering statistics probably represent an over-estimate 
the reduction in consumption. 


appreciably increased the demand for wool for domestic 
consumption (50 per cent), and producer prices rose at a 
rate higher than the rate of inflation. Similarly, on the 
world market the rise in wool prices in the first months of 
the year increased real income both in the sector and in the 
economy as a whole, although the price decline in the 
second half of the year led to problems in disposing of 
stocks. 

Fishery production, estimated as 160,000 tons, was 
double that of earlier years, and nearly one-third higher 
than in 1963. The expansion of domestic demand, 
largely due to the high prices and the restrictions on the 
supply of beef, and the consumption for the manufacture 


Table 46. Argentina: Slaughter of beef cattle 


(Thousand head) 
1963 1964 
Steers ; : j . : : 4,517.6 4,499.5 
Young steers p ; F 3 1,181.2 921.4 
Cows : ‘ ‘ . i F 2,701.9 1,621.1 
Heifers. . j : : j 1,898.1 1,002.2 
Calves (including milking calves) . 3 930.0 446.4 
Bulls, yearlings and oxen . 5 : 271.2 117.4 
TOTAL 11,500.0 8,608.0 


Source: Figures prepared by the joint group representing the 
National Development Council and ECLA, on the basis of official 
statistics of the Argentine Government. 


of fish flour were two factors that stimulated fishery 
production; in addition there was a strong policy of 
government encouragement and financial facilities for the 
purchase of fishing boats and the development of the 
processing industry. 


(c) Petroleum, mining and quarrying production 


The joint production of these extractive branches 
increased by only 2.8 per cent in 1964, a small amount 
considering that the average level for this sector is still 
below that for 1962 and that the total domestic product 
rose by over 8 per cent. This slow growth was due to the 
behaviour of two of the main components: petroleum 
production, which is the principal activity, and the 
quarrying of building materials, which was reduced as a 
result of the low level of building activity and of private 
and public investment, despite some recovery in 1964. 

Petroleum production expanded at an extraordinary 
pace in recent years because of heavy domestic and foreign 
investment, as a result of the import substitution objec- 
tives established by the Government. In 1958, before the 
new investment based on domestic capital began, total 
petroleum production was 5.7 million cubic metres, and 
imports of crude petroleum and petroleum products was 
10.3 million (see table 47). Production rose to 15.6 
million cubic metres in 1962; this increase of almost 
10 million cubic metres compared with 1958 was due to 
the increased production of the State enterprise, 
Yacimientos Petroliferos Fiscales (5.4 million cubic 
metres), which doubled its output between 1958 and 1962, 
and to the production of new contractors, amounting to 
4.7 million cubic metres. Consequently imports of crude 
petroleum and petroleum products fell by 70 per cent, 
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In the following years the output of the State enterprise 
increased very slowly, and that of the new contractors 
remained at practically the same level. In fact in 1963 
neither the State enterprise nor the contractors achieved 
any increase in output. However, imports were again 
reduced, since as a result of the economic recession in 
Argentina, and perhaps because of the use of accumulated 
stocks, a larger supply was not required. 


In 1964 total output increased by only 450,000 cubic 
metres (3 per cent), attributable solely to the State enter- 
prise, since although the contractors produced 100,000 
cubic metres more than in the previous years, production 
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Argentina’s industrial development; in some cases t 
expansion in these branches reflected a rapid groy 
process which was not affected by the economic depr 
sion in 1962 and 1963. 

The estimated increase in the steel industry was 0} 
40 per cent, with levels of 660,000 tons of pig iron, — 
million tons of steel and one million tons of roll 
products, and installed capacity for the production 
steel and rolled products was increased to 1.5 million a 
2.8 million tons, respectively. 

The motor vehicle industry, which had been expandi 
steadily since 1958, despite the decline in 1962+ 


Table 47. Argentina: Production and imports of petroleum 
(Millions of cubic metres) 


1958 1962 1963 1964 

1. Domestic production of crude petroleum . al 15.6 15.5 15.9 
(a) State enterprise (YPF) 5.0 10.4 10.3 10.8 
(6) New contractors — 4.7 4.7 4.8 
(c) Earlier contractors 0.6 0.5 0.4 0.3 

2. Imports of crude petroleum and petroleum products . 10.3 3.1 127 3.2 
3. Exports of crude petroleum and petroleum products . ae 1.1 0.9 0.5 
4. Contribution of imports to total supply (percentage) . 64.3 16.6 9.7 16.9 


Source: Based on official statistics and estimates by the National Development Council. The figures 


are rounded. 


continued to decline in the area of the old concessions, 
and in 1964 the decrease was about 100,000 cubic metres. 
Thus domestic requirements led to an increase in imports, 
which rose from 1.7 million cubic metres in 1963 to 
3.2 million in 1964 while exports declined, although they 
were in any case on a small scale (see again table 47). It 
should be added that, with respect to production in the 
area worked by the new contractors, the Argentine 
Government has decided to revise the system of contracts 
that applied in the last few years. 


(d) Industrial production 


In 1964 industrial output increased by nearly 14 per 
cent, and thus regained the average level for 1961, after a 
marked decline during the economic recession. 


Of the various branches of activity, there was a reduc- 
tion only in the food and beverage industry, apparently 
due mainly to the decline in slaughterings for domestic 
consumption and export. The sharpest increases were in 
the production of basic intermediate goods, durable 
consumer goods and capital goods. 

The textile industry, which had suffered severely from 
the economic contraction, recovered as a result of the 
expansion of domestic demand and the credit support 
made available, and its output rose by 30 per cent (see 
table 48); the most striking increase in this industry was 
the doubling of synthetic fibre production. Similarly, the 
recovery of demand extended to wood and leather 
products, whose output rose considerably. 

Among the dynamic industries the highest levels of 
output were in the metal, motor vehicle and machine- 
making industries, which are particularly important to 


expanded rapidly in 1964. It reached a peak level 
166,000 units, including vehicles of all types, whi 
compares very favourably with the earlier peak of 136,( 
units in 1961.4 It is believed that these increases were ¢ 
not only to the expansion of demand, which was vé 
marked in the rural areas, but also to a deliberate poli 
of stockpiling resulting from official provisions limiti 
output in 1965 on the basis of the 1964 levels. 


The expansion of the motor vehicle industry increas 
the demand in all the industrial branches that provi 
materials, accessories, parts, etc., for that indust 
Hence the increases in the manufacture of rubber, and 
the output of the electrical and chemical industry, 
addition to the impetus to metallurgical industries. 


In the industries manufacturing electrical machin 
and appliances the recovery in consumer demand a 
led to a rise in output. On the other hand the same I 
not occurred thus far in the manufacture of industt 
machinery and equipment, where the rate of new inve 
ment in 1964 was low. In this field the economic depr 
sion led Argentine entrepreneurs to seek markets abro 
for their products, and in the last three years there he 
been exports that are significant evidence of the progr 
that could be made in this field. 


The output of the chemical industries rose by abc 
15 per cent, partly as a result of the demand for synthe 
fibres, and for paints for the motor vehicle industry. T 
chemical industries had been expanding steadily bef 
the recession, and in 1961 average output was double tl 


* These figures include lorries, chassis, vans, jeeps, pick 
trucks, passenger cars and farm vehicles. 
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1951. However, these activities were not established 

| an integrated basis and continued to depend on 
ports of basic intermediate products, since investment 
recent years has been directed mainly to the processing 
final chemical products. The Government’s develop- 
ent plan provides for specific programmes to integrate 
> chemical industries, and in the petrochemical industry 
> aim will be to double output by 1969. 


which in 1959 had been 3.2 million kW, rose to 4.6 
million at the end of 1963 and an estimated 5.2 million 
in 1964. 

The supply of natural gas again began to expand, 
because part of the gas pipeline from the south was made 
operational. A level of 2,850 million cubic metres was 
attained, which is about 15 per cent more than in 1963; 
in recent years the use of this source of energy has been 


Table 48. Argentina: Estimates of the quantum of industrial production, 1964 


Groups 


Slow-growth industries 
Food and beverages 
Tobacco , 
Textiles . 
Clothing 
Wood products é 
Printing and publications 
Leather goods 


Dynamic industries 
Papers: 
Chemicals , 
Rubber products 
Metals . 
Steel’ ~ 
Other : 
Vehicles and machinery 
Motor vehicles 
Tractors 
Other 4 
Electric machinery and appliances 
Quarry products, glass and had 
Petroleum products 


TOTAL 


Source: Figures prepared by the joint group 
representing the National Development Council and 
ECLA, on the basis of official statistics of the 


In the sector covering pulp, paper and paperboard, 
fal output rose by 7 per cent in 1964. The domestic 
per manufacturing industry (excluding newsprint) was 
le to supply practically the whole of internal demand 
} per cent), and only certain special papers, whose 
oduction in Argentina is precluded by the size of the 
urket, had to be imported. As Argentina depends on 
ports of long-fibre pulp, the Government’s programme 
oposes to encourage the manufacture of chemical pulp, 
hough it envisages continued imports from the free- 
ide area. 


: (e) Production of electricity and gas 

The production of electric energy continued to rise, 
d, in addition, there was a major expansion in the 
stalled capacity of the public utility plants. The expan- 
mn had been taking place since 1957, in the form of 
srmal plants, and by this means it had been possible to 
nove the restrictions on consumption that had been 
plied for a long period, and had limited the develop- 
snt of economic activities. Total installed capacity, 
th of the public service and of self-supply plants, 


1964 ied ees 
(1963= 100) (1960= 100) 
105.2 92.98 O77 
90.0 118.02 106.2 
103.0 102.6 105.7 
130.0 74.7 97.1 
124.0 69.8 86.6 
115.0 71523 86.6 
108.0 87.1 94.1 
120.0 69.2 83.0 
120.7 98.28 118.5 
107.0 115.0 123.1 
115.0 94.5 108.7 
121.0 98.9 119.7 
135.6 108.1 146.6 
(146.0) (162.8) (237.7) 
(120.0) (71.9) (86.3) 
121.0 88.3 106.8 
(158.0) (119.5) (188.8) 
(90.0) (59.6) (53.6) 
(110.0) (83.3) (91.6) 
126.0 79.3 99.9 
112.0 91.9 102.9 
104.0 121.3 126.2 
113.7 95.89 1S 7 


Argentine Government. 
4 Revised index. 


spreading rapidly for household and industrial consump- 
tion, and for the generation of electricity in place of heavy 
petroleum products. 


(f) Transport and communications 


The general economic recovery, and in particular the 
increase in agricultural production, were reflected in 
freight traffic. In 1964 railway freight increased by 18 per 
cent, truck freight by 7 per cent, inland waterway freight 
by 45 per cent, and maritime cargoes transported in 
Argentine vessels by 10 per cent. 


During the past five years the road network has been 
extended and improved, and the vehicle inventory has 
been expanded and modernized. However, no real 
improvement has been made in the railway, shipping and 
harbour services, and there has been no major investment 
in storage facilities, although all these infrastructure 
items are particularly important for a country exporting 
agricultural products, apart from their effect on the 
smooth development of economic activities as a whole. 
In the period under review railway freight traffic declined 
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by 9 million tons and over 2,000 million ton/kilometres, 
whereas the vehicle inventory expanded considerably, 
from 26,000 units in 1958 to 67,000 in 1962, and thus 
became the principal means of transport. 


(g) The balance of payments and capacity to import 


Despite the increase in the past three years in current 
export earnings, Argentina’s accounts with the rest of the 


heavy investment and intensive resort to financin 
These flows tend to increase the imbalance in the accour 
with the rest of the world unless exports can expand at: 
unusually rapid pace. In Argentina external pub 
debt, the private sector debts and other financial oblig 
tions that had accumulated at the end of 1963 constitut 
a heavy burden in 1964. It is estimated that 45 per ce 
of the public debt, which at the end of 1963 amounted 


Table 49. Argentina: Balance of payments, 1963 and 1964 


(Millions of dollars) 
1963 1964 
Current account + 231.8 +156.0 
I. Total exports of goods and services 1,369.2 1,416.4 
(a) Exports of goods (f.0.b.) 1,365.5 1,410.4 
(6) Tourist trade (gross inflow) . SE) 6.0 
II. Total imports of goods and services —1,069.0 —1,158.4 
(a) Imports of goods (f.0.b.) —853.2 —937.2 
(b) Net services : —195.2 —191.2 
(c) Tourist trade (net outflow) —20.6 —30.0 
Ill. Net inflow of foreign investment —68.4 —102.0 
Capital account 
Net external financing —231.8 —156.0 
I. Net foreign funds + 43.3 —238.0 
(a) Net foreign non-compensatory funds +61.0 —84.0 
(1) Net direct investment +77.9 303 
(2) Net long-term non-compensatory loans + 82.4 
i. Gross non-compensatory loans 5 é : 274.1 
ii. Non-compensatory loan amortization . z 191.7 sae 
(3) Other (net short-term liabilities and payment transfer) . =99:3 =53:7 
(6) Net foreign compensatory funds é F ‘ —17.7 —154.0 
(1) Balance-of-payment loans —29.4 112.0 
(2) Monetary authorities liabilities . c —2.3 
(3) Net position with the International Monetary Fund 3 +14.0 —42.0 
II. Net domestic ae ee funds (long and short-term 
assets) A A 0 5 —51.1 —25.0 
Ill. Errors and omissions —71.6 —10.0 
IV. Movement of gross gold and foreign exchange reserves 
(— increase) . F —152.4 +117.0 


Source: International Monetary Fund, Balance of Payments Yearbook, vol. 16. 


world still represent an extremely rigid situation with 
respect to volumes and financial payments, mainly as a 
result of the short and medium-term payments on its 
accumulated public and private debt. 


In 1964 the trade balance again showed a surplus, 
estimated at 260 million dollars, which was somewhat 
below the figure for 1963 (see table 49). 


Debit movements under the heading of increased 
earnings and interest and other transfers reduced this 
surplus, and the final surplus on current account 
amounted to 150 million dollars. Argentina had to 
resort to its monetary reserves, to the amount of 120 
million dollars, to meet its accounts with the rest of the 
world. This was because the net movement of external 
and domestic funds resulted in an outflow, unlike 1963 
when the current account showed a surplus which helped 
to raise the gold and foreign exchange reserve in spite of 
a net outflow of short and long-term capital. 


Thus the external sector presents a picture of capital 
flows usually associated with the aftermath of a period of 


about 2,500 million dollars, quite apart from privé 
and other short-term debts, falls due in the three-ye 
period 1964-66, and that under the heading of amortiz 
tion alone Argentina paid 400 million dollars in 1964. 


Consequently it is relevant to study the course of t 
movements of current funds and capital that make up t 
total purchasing capacity, and how this capacity was us 
to import goods and services. The statistical data ce 
cerned are given in table 50. 


In the two-year period 1960-61 current export earnit 
were in the neighbourhood of 1,000 million dollars, a 
net autonomous capital movements amounted to arow 
460 million dollars; thus once the service payments | 
external debt, investments and errors and omissions h 
been allowed for, Argentina’s total capacity to imp 
amounted to an average of about 1,300 million dolla 
As imports reached the peak levels of 1,230 milli 
(1960) and 1,460 million (1961) dollars, additiot 
compensatory financing of about 240 million dollars 
resorted to in 1961. 
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From 1963 on, the net inflow of capital ceased, and in 
63 and 1964 there was a net outflow, for the reasons 
ready stated. 

Thus although export earnings increased to about 
410 million dollars in 1964, total capacity to import fell 
about 1,200 million. In 1962 Argentina again had to 
sort to compensatory financing, since despite the 
onomic recession, imports remained at high levels 
cause of the expansion of investment in preceding 
ars. Only the sharp fall in imports in 1963 (of about 


for 1963; the cost of living rose 22 per cent, and whole- 
sale prices 27 per cent, while in 1963 the corresponding 
figures were 24 and 29 per cent. 

Although in the last analysis the rate of inflation 
appeared about the same as in 1963, the form of inflation 
and the attendant economic and financial circumstances 
were undoubtedly very different. In the first place, as 
already noted, the general economic and financial 
policy became much more flexible at the end of 1963. 
The government deficit was increased through a reduction 


Table 50. Argentina: Total purchasing capacity and imports of goods and services 
(Millions of dollars) 


Total purchasing capacity 


Net 
nnual Exports Net income 
erages CIO OMOUS from 
EE I aE so 

payments 
51-55 980.8 980.8 + 60.7 —18.0 
56-60 1,000.2 4.4 1,004.6 + 228.6 =o Pas 
60 1,079.2 Sel. 1,082.9 + 556.5 —57:0 
61 964.1 OT 973.8 +377.6 —101.6 
62 1,216.0 8.7 1,224.7 + 262.1 —72.0 
63% 1,365.5 Bu 1,369.2 +9.9 —68.4 
64> 1,410.4 6.0 1,416.4 —109.0 —102.0 


Amortization 
on deferred 


imports Errors ede ples Balance 
Be al aa a Sal ceric 
payments 
loans 

—3.8 1,019.7 +5.5 1,025.2 1,103.2 —78.0 
2S) 1,178.8 SSE 1SU193 1,150.6 —31.3 
=37.5 1,544.9 —176:5 1,368.4 1,230.8 + 137.6 
—101.9 1,147.9 +70.6 21825 1,457.9 —239.4 
ee) 1,378.9 —263.4 1,115.5 1,427.2 —=311.7 
—56.5 1,254.2 —71.6 1,182.6 1,069.0 +113.6 
- —10.0 1,195.4 1,158.4 +37.0 


SOURCE: pe poiional Monetary Fund, Balance of Payments Year- 
9k, vols. 8 to 1 


0 million dollars) made possible some degree of 
uilibrium in the movement of funds and an increase 
reserves, at the expense of a further contraction in 
iployment and domestic income. 


In 1964, when there was an increase in the deficit of 
nortization payments and capital outflows over capital 
flows, total capacity to import increased slightly, as did 
ports and, although compensatory funds had to be 
ed to pay off debts, the net position improved a little. 
1e Government established exchange controls in 1964, 
it did not resort to the usual devaluation, and met 
pply requirements for intermediate and other foreign 
ods by changing the structure of imports at the expense 
capital goods. 


(h) Price trends in 1964 
Wholesale and retail prices followed a rather different 
ttern in 1964. Between December 1963 and December 
64 the cost-of-living index rose 18 per cent, at a rate 
at increased late in 1964, with no significant rise in the 
rly months. The wholesale price index rose during the 
tly months of 1964, but the rise then levelled off, and 
November was 19 per cent higher than in December 
63. In all, if the average annual indexes are compared it 
clear that in 1964 the price rise was about equal to that 


4 Provisional figures. 
b Estimates. 


in current earnings, and the Government made extensive 
use of bank credit, and relied in particular on the Central 
Bank. Thus fiscal expansion was the main reason for the 
increase in circulating currency. 

Secondly, the rate of exchange remained practically 
stable, despite the rise in domestic prices, and thus at this 
period inflation was not stimulated by such devaluations 
as occurred, for example, in 1962. In this connexion it is 
important to note that the prices of exports on world 
markets either increased or remained stable, and Argen- 
tina enjoyed an increase in real income as a result of the 
improvement in the terms of trade. 

Thirdly, inflation did not affect all sectors of goods to 
the same degree. The price rise was much sharper in the 
livestock sector, because of the internal and external 
factors described above; and the rise in meat prices in 
conjunction with a rise in textile prices was the main 
reason for the increase in the cost of living. On the other 
hand the prices of imported goods and agricultural 
products in general rose less than the average, particularly 
the former. 

It should be added that whereas in 1962 and much of 
1963 inflation accompanied an economic recession, in 
1964 its characteristic features were due to its association 
with the economic recovery described above. 
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B. BRAZIL 


1. THE SLACKENING OF THE GROWTH RATE AND THE 
SPEEDING-UP OF INFLATION 


One of the salient features in the general picture of the 
Latin American economy in recent times would seem to 
be the slowing-up of the rate of development in Brazil. 
As can be seen in table 51, Brazil’s product and income 
increased very rapidly during the fifties, and at a fair 
pace also in 1961 and 1962. But the slackening of impetus 
which began in the latter year became much more marked 
in 1963 and 1964, when the growth rates registered were 
so low as to imply, in reality, a loss of ground, if the 
population increment—one of the highest in the region— 
is taken into account. 


Table 51. Brazil: Total and per capita growth rates of gross domestic 
product and of real income 


(Cumulative annual rates) 


Gross Gross 
cs Real * Real 
r domestic Picomne " domestic Snoonie 
Period product Population product 
Total Per capita 


1950-55 . hf 5.4 3.0 Posi 2.4 
1955-60 . ee 5.6 3.0 7a, 2.6 
1960-64 . 3.8 3.8 3.0 0.8 0.8 
1960-61 . a3 Tal 3.0 4.3 4.1 
1961-62 . 5.4 5.0 3.0 2.4 2.0 
1962-63 . 1.4 1.3 ee) — lO 
1963-64° . 1.1 Lak P42) SS Se 


Source: Fundacéo Getilio Vargas (FGV), Revista Brasileira de 
Economia, and unpublished data also furnished by FGV. 


4 Provisional data. 


Various interrelated factors seem to have joined forces 
to determine this evolution. They have been analysed on 
several occasions, and the present Survey includes a 
special discussion of the course pursued by the inflation- 
ary process and of economic policy problems.® It is not 
worth while, therefore, to do more here than to recall that 
the acceleration of the rising trend of prices, the internal 
and external obstacles to the continuance of dynamic 
development, and the aggravation of socio-political 
tensions, had the combined effect of undermining the 
power of economic policy to control events. 


The year 1964 seems to have been, at one and the same 
time, a period of prolongation of the foregoing trends and 
a transitional phase whose characteristics have not yet 
fully crystallized. On the one hand, the tendencies to- 
wards a low rate of development and a high rate of 
inflation do not seem to have been corrected, since the 
partial data available suggest that the unsatisfactory 
growth rate registered in 1963 was not surpassed and that 
the upward movement of prices was as vigorous as ever. 
On the other hand, it may be that 1964 was, as official 
circles in Brazil have declared, a “‘year of transition”, in 
the sense that resolute steps were taken to mitigate 
inflationary pressures and restore the dynamic vitality 
of the earlier development process. 


5 See Part Three, chapter VII. For a more detailed study of 
long-term economic trends, see also ECLA, “The growth and 
decline of import substitution in Brazil’, Economic Bulletin for 
Latin America, vol. IX, No. 1, pp. 1-59. 


In default of complete statistics on the basis of which < 
economic balance-sheet could be drawn up for 1964, son 
piecemeal data may give a rough idea of the course | 
events. Brazil’s investment figures bear witness to fl 
weakness of the rate of growth (see table 52). Betwer 
1960 and 1961 total investment increased at a rate. 
barely 1.6 per cent, and in the subsequent years this tret 
turned downwards. A particularly severe contraction 


Figure XII. Brazil: Evolution of the gross product, real income ai 
the external sector 


(A) GROSS PRODUCT AND REAL INCOME 
BScale of (Index : 1950 = 100) 


variations Semi-logarithmic scale 


GROSS PRODUCT 
\ 


i 
REAL INCOME 


1950 55 64 
(B) EXTERNAL SECTOR 


(In millions of 1950 dollars) 


Natural scale 


1800) 


VOLUME OF IMPORTS OF 
GOODS AND SERVICES 


VOLUME OF EXPORTS 
OF GOODS AND THE 
TOURIST TRADE ~_ 


PURCHASING POWER -OF- 
OF EXPORTS eeshales OFA 


NET EXTERNAL 
FINANCING 


———. ee ee ee 
NET INCOME FROM 
EXTERNAL FACTOR PAYMENTS. 


eee ee ee 


1950 55 60 64 


Source: ECLA, on the basis of official statistics and Internatio! 
Monetary Fund publications. 


observable in the case of fixed investment, especially 
machinery and equipment, in 1962-63. In contra 
consumption in the public sector maintained relative 
high rates of expansion during the years in questic 
while the growth of private consumption was dynam 
up to 1962, but afterwards slowed down sharply. 


Another aspect of the problem worth emphasizing 
the divergence of the trends followed by exports ai 
imports. Whereas the former, except in 1962, expand 
considerably, the inflow of foreign goods and servic 
dwindled every year throughout the period 1960-€ 
since any increases in the volume of exports were large 
cancelled out by the deterioration of the terms of tra 
(see figure XII). 

It is impossible to form a sound opinion as to wheth 
investment trends can have improved in the atmosphe 
of political and institutional unrest which characteriz 
1964, but there are signs that no such change for the bett 
took place. Government investment in the transp¢ 
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ctor, to which priority was assigned, was programmed 
approximately the 1963 level (which was a good deal 
wer than that of 1962), although significant increases 


interruption; nor was it offset by domestic production, 
since the capital goods sector seems to have been one of 
those in which downward movements were most serious. 


Table 52. Brazil: Gross product, consumption and investment 


1955 1960 1961* 196.2% 1963* 


Thousands of millions of cruzeiros at 1960 prices 


Concept 1950 

Gross domestic product . ee SOL.) hi 
Total investment . ‘ : 156.2 
Fixed 4 : “ : 181.7 
Machinery and equipment . 103.3 
Construction . A : 78.4 

Total consumption . 3 ae 12h ils 
Public 3 ‘ F F 172.8 

Private 5 ‘ 5 - 1,038.9 1; 
Exports of goods and services . 139.9 
Imports of goods and services . 146.3 


794.0 2,385.6 2,559.1 2,696.4 2,734.4 
293.6 423.8 430.4 421.8 406.1 
258.4 355.6 353.2 347.8 303.5 
145.3 207.7 191.9 194.1 158.6 
113.1 147.9 161.3 153.7 144.9 
506.1 1,998.0 2,129.7 2,287.6 2,310.9 
244.8 337.9 355.7 367.3 387.2 
261.3 1,660.1 1,774.0 ~—«-1,920.3 «1,923.7 
137.6 166.8 184.3 167.3 196.0 
143.3 202.9 185.3 180.3 178.6 


1950-55 1955-60 1960-63 1960-61 1961-62 1962-63 


Gross domestic product . : Sil 
Total investment . , F 13.4 
Fixed 3 y } : 73 
Machinery and equipment . Tek 
Construction . r ‘ 7.6 
Total consumption . , 5 4.4 
Public : : a : ee, 
Private 4 : F 4.0 
Exports of goods and services . —0.3 
Imports of goods and services . —0.4 


Source: Fundacio Getilio Vargas (FGV), 
Revista Brasileira de Economia, and unpublished 


Annual growth rates (percentages) 


3.9) 4.7 7:3 5.4 1.4 
7.6 —1.4 1.6 2.0 Soll 
6.6 Sill Onli =) 55) 27 
74 —8.6 1.0 1.1 —18.3 
5.5 == Wi 9.1 —4.7 —S)i/ 
5.8 5.0 6.6 7.4 1.0 
6.7 4.6 5.3 3.3 5.4 
5.6 3.0 6.9 8.3 0.2 
3.9 5.6 10.5 == hs ie 
7.2 —4.2 = 8 24H] =0.9 


data also furnished by FGV. 
® Provisional data. 


Table 53. Brazil: Federal investment in the transport sector 
(Thousands of millions of cruzeiros at June 1964 prices) 


Sector 1960 1961 
Railways . 3 Z : 68.3 58.0 
Ports and harbours . ; 13.6 8.9 
Maritime transport . ‘ 27.5 Sieh, 
Highways . 5 : : L720 181.0 
Airports, etc. . . 2 16.0 10.6 


ToTaL 307.5 296.2 
Index (1960 = 100). é 100 96 


Source: Ministry of Planning. 


e contemplated for 1965-66 (see table 53). The same 
pression is produced by the data on the amount of 
jancing granted by the Banco Nacional de Desenvolvi- 
ento Econémico (BNDE), which fulfils a primary 
ction in respect of investment in the basic production 
ctors. In the first ten months of 1964 an appreciable 
duction can be noted in relation to previous years (see 
ble 54). 


Lastly, the declining trend of imports of equipment and 
achinery, already marked in 1963, continued without 


1962 1963 1964 1965 1966 


76.3 76.5 73.9 206.9 218.2 
8.3 10.4 28.3 30.0 43.8 
47.3 42.7 43.9 60.0 51.2 
201.0 171.0 146.7 148.8 1ne2 
8.9 7.8 16.8 42.8 47.5 


351.8 308.4 309.6 488.5 537.9) 
116 100 101 159 175 


2. PRODUCTION BY MAJOR ECONOMIC SECTORS 


Before attention is turned to the trends registered in 
selected sectors of production, it is worth while to analyse 
a few background data on the changes in the structure 
of the gross product and the rates of expansion of the 
sectors concerned (see table 55). 

The tempo of the annual variations in production 
differs considerably from one economic sector to another. 
Manufacturing industry, which in 1961-62 was still 
expanding at a rate of 8.1 per cent, suffered a setback in 
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1963 and registered a 5 per cent growth rate in 1964. The on a study of agricultural production in 1964, the figure 


declining trend followed by agriculture persisted in 1964, for which are preliminary. 

on the other hand, production of public utilities (elec- Table 56 presents estimates for six major crops. Th 

tricity, gas and water) which had contracted in 1963, output of rice in the Centro-Sul region, where approx 

appreciably improved. Thanks to the expansion of mately 50 per cent of Brazil’s aggregate production - 
concentrated, was about 5 per cent larger than in th 


I il: i f the B ional de D olvi- : 
Se tin eo Sacre erg em © pee preceding year. That of cottonseed, where the samp 


represents roughly 5 per cent of domestic productiot 
decreased by some 12 per cent, falling to a lower lev 
than in 1963. Groundnuts (peanuts) dropped by 20 pr 


Approved financial co-operation 


Year ee? ge: ep cent in relation to 1963 (the sample comprises 98 per cet 

Fagus. GPR hs PR of domestic production). Production of beans in the are 

under consideration is equivalent to 47 per cent of that ¢ 

the whole country, and the estimate for the 1964 cro 

1952/56. ; : 15,380 273,440 84,690 implies a 6 per cent reduction. In the case of maize, tl 

1957 . . . 8,446 108,410 112,422 sample corresponds to some 60 per cent of Brazil’s pr 

1958 = ee 12,242 122,420 213,124 duction and a decline of about 14 per cent was registere 

1959 : ¢ : 10,033 68,716 165,215 in the Centro-Sul area. Lastly, as this region product 

Heck : : ; sree aie ves all the soya grown in Brazil, the decrease that took pla 

1962 j d : 1 5.773 9.1 36 67.533 —approximately 6 per cent—represented a contraction 
1963 ee) i: 52,159 73,052 22,853 total output. 

1964* : : : 47,668 47,668 27,077 As regards export crops (see table 57), production ¢ 

WEAEERE 3 : Poke es NSE coffee in the State of Sao Paulo (which accounts fe 

a almost 30 per cent of the output of the whole countr 

Source: Banco Nacional de Desenvolvimento Econémico (BNDE). slumped by 84 per cent; that of sugar-cane (34 per cent 

@ From January to October. the total) increased by 13 per cent; and the cotton cre 


Table 55. Brazil: Changes in structure of gross domestic product® 


ae Percentage of total gross domestic product Annual growth rates (averages for given periods) 
ector eee 
1950 1955 1960 1964? 1950-55 1955-60 1960-64 1960-61 1961-62 1962-63 1963-64! 
Agriculture : ‘ 3 31.3 31.0 28.3 26.6 5.1 337 2a 7.6 5:5 0.1 —49 
Mining . 5 : : 0.3 0.3 0.5 0.5 6.1 14.9 (P2 6.4 1.0 18.8 3.31 
Industry : : j 16.5 18.9 23.4 25.5 8.1 10.3 5.9 tet 8.1 —0.3 5.4 
Construction . 3 5 ia ial ies 1.2 6.3 fe? 3.4 9.8 0.4 1.5 21 
Public utilities (electricity, 
gas and water) ; , 0.7 0.6 0.8 0.9 4.2 10.8 6.8 6.8 11.0 2.6 TA 
Transport and communi- 
cations é a ; 6.4 7.0 7.6 8.1 7A TS 5.6 MS) 6.7 6.2 _— 
Trade and finance. ; 13.8 14.8 15.5 15.3 6.6 6.6 3.5 6.1 3.8 1.3 24 
Housing . : : = eel 4.3 39) 3.9 3.6 3.6 3:5, 3:5 3.6 3.6 3.1 
Public administration : 10.0 8.7 74 Tol 2.4 2.4 2.4 2.4 23 2.2) 2.4 
Other services . ‘ ; 15:2 1355 11.4 10.9 2.4 2, 2.8 PLD) 2.8 3:5 2h 
ToraAL 100.0 100.0 100.0 100.0 5.7 5.9 3.8 Ths} 5.3 1.4 1.1 
Source: Fundagéo Gettlio Vargas (FGV), Revista Brasileira d ® Esti i 
Economia, and unpublished data also anak by FGV. ia at iocoaeeee Soe eS ae ae 
> ECLA estimates, on the basis of incomplete statistics. 
exports of iron ore, the situation of the mining sector (36 per cent of domestic production) showed no chan; 
(whose relative importance is only slight, however, within in relation to the preceding year. | 
Brazil’s whole complex of productive activities) was very Prospects for 1965 are very encouraging, thanks to tl 
favourable in the last two years; but the fragmentary data excellent weather conditions prevailing in the second hé 
available for 1964 are indicative of stagnation in this of 1964, when the crop cycle began, and a record harve 
branch of activity. is expected for almost ail crops grown for the domest 
; ; market. 
(a) Agricultural production 
Although no complete statistics are available whereby (b) Industry 
Brazil’s agricultural output in 1964 can be quantified by The volume of industrial activity in 1964 cannot 
major items, in general terms it seems to havecontracted directly assessed. But a rough provisional estima 
by about 4 per cent in relation to the figure for 1963, suggests that the stagnation registered in 1963 underwe 
which was a year of stagnation. This estimate is based no major change, and that in 1964, in spite-of the sta 
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ition of the first few months, an annual growth rate of 
per cent was achieved as a result of the reactivation of 
ctory industry which began in August. At any rate, 
e situation in the last two years is in sharp contrast with 
e dynamic development of industry up to 1962, and is 


ible 56. Brazil, Centro-Sul Region: Agricultural production in 
1962/63 and 1963/64, and estimate for 1965 


(Tons) 

Crop 1962-634 1963-649 EOE 
ce. : : ; 2,547,217 2,667,751 4,800,000 
»tton : 898,2492 872,599 975,000 
roundnuts (peanuts) 1,171,917 939,018 362,500 
nis, 916,197 856,027 780,000 
illet . : : ; 6,262,039 5,398,345 9,000,000 
ya beans é 317,104 298,203 450,000 


SouRcE: Ministry of Agriculture, Production Statistics Service (SEP). 
* Rio Grande do Sul, Sdo Paulo, Santa Catarina, Parana. 


A study of table 58, which attempts to give some indica- 
tion of the level of activity in the various branches of 
industry through their consumption of electric power, 
reveals that all sectors of manufacturing industry, 
except those making cement, chemical products and 


Table 57. Brazil, Sao Paulo: Production of export crops 


Crop 1963 1964 


Coffee (bags) 10,000,000 1,700,000 
Sugar-cane (tons) 23,000,000 26,000,000 
Cotton (arrobas) 40,000,000 40,000,000 


Source: Department of Agriculture, Sao Paulo. 


pharmaceutical products, reduced their consumption of 
electric power, the sharpest contractions being found in 
the beverages, electrical appliances, tobacco, glassware 
and china and porcelain industries. Among the sectors 
in which power consumption rose, the biggest increment 


Table 58. Brazil, Centro-Sul Region: Consumption of electric power 


(Millions of kwh) 
Percentage increase 
1962 1963 1964% 
Industry —. > 1962-63 1963-64 
Sao Paulo Rio Sao Paulo Rio Sao Paulo Rio SI 
Light Light Light Light Light Light SGo Paulo Rio Sao Paulo Rio 
Light Light Light Light 

otor vehicles. , PHS Ney 301.4 14.4 282.8 14.8 10.6 —5:3 6.2 Ze 
verages . C : 35.5) 28.6 39.5 27.6 32.5 27.0 ily 85) —17.8* —2,2 
ment 3 : F 127.8 28.2 132.1 27.6 159.1 29.5 3:3 —=2.2 20.4 6.9 
iemical and pharma- 
ceutical products 3 560.8 176.2 581.9 177.6 622.2 185.4 3.8 0.8 6.9 4.3 
ina and porcelain . OTT. 27.6 100.5 27.6 87.8 27.3 Pi) 0 —12.6* —1.1 
sctrical appliances. 210.2 BES) 214.4 33.6 190.5 34.5 2.0 0.3 —11.2* pq) 
ods 5 5 : 264.2 75.4 269.8 78.0 255.7 74.6 BA 3.4 —5.3 —4.4 
assware . " f 101.7 26.9 101.9 22.8 90.4 20.5 0.2 —15.3 3 *) 1051 
othing . : P 2152 11.5 18.3 10.8 17.8 S}e) S157) —6,1 —2.8 —8.4 
etallurgical manufac- 
tures 5 ( : 406.8 46.3 417.9 43.2 384.3 39.0 Qe —6.7 —8.1 —9.8 
ines and quarries. 25.8 16.7 27.8 16.8 29.8 14.3 teal 0.6 7.2 —15.0 
ls and fats . 38.6 D2) 37.6 3.8 34.1 ay —2.6 —27.0 —9'5 —18°5 
per and printed matter 318.6 79.9 318.8 81.6 293.7 73.6 0.1 Dri —8.0 —8.2 
ibber processing : 131.3 17.7 129.8 15.6 119.2 8.9 —1.2 —12.0 —8.2 —43.0 
el-making 3 5 579.6 2 Tz 618.3 283.2 613.3 276.5 6.7 —4.8 —0.8 —2.4 
xtiles A 5 : 918.6 130.1 879.7 130.8 840.9 127.4 —4,3 0.5 —4,5 —2:6 
bacco. 5 ‘ 5:3 2.6 5.0 2.4 4.4 2.0 — pil Joi —12,0% —16:7, 
ood 4 : : 72.8 9.2 T39 8.4 13.2 4.4 (Gs) =8:7 —0.5 47.7 
iscellaneous’. é 29.4 4.4 27.2 4.8 Zed 40.3 — J.) 9.0 1.8 7139:5 

ToTaAL 4,218.2 1,032.4 4,295.8 1,010.6 4,159.5 1,013.0 1.8 —2.2 — 32 0.2 


SOURCE: Comite de Estudos Energeticos da Regiao Centro-Sul. 


dicative of the difficulties encountered by the Brazilian 
onomy as a result of its critical external payments 
sition, the increase in inflationary pressures, and, in the 
ecial case of the sector under discussion, the rationing 
electric power, tightened up in consequence of the 
olonged droughts which affected the sources of supply 
‘the most important areas in Brazil during the early 
onths of 1964. 


4 The figure for December was estimated on the basis of the average 
for January—November. 


was shown by the cement industry, although this does not 
imply a proportional expansion of production, since the 
output of Portland cement increased by 4 per cent and 
that of white cement by 8 per cent (see table 59). The 
motor-vehicle industry also illustrates the limitations of 
the indicator adopted. Its consumption of power de- 
creased by approximately 6.2 per cent, but its output 
expanded, although on a modest scale. 


76 


Part One. Toe Latrn AMERICAN ECONO! 


Se 


From the information available for some specific 
sectors, it will be noted that the domestic production of 
steel ingots (see table 60) was 5.2 per cent higher than 
1963. The motor-vehicle industry (see table 61), whose 


Table 59. Brazil: Cement Production 


in the light lorry and station-wagon categories. The o 
put of tractors expanded by 16.4 per cent, and that 
heavy lorries by 30 per cent. 


Table 60. Brazil: Apparent consumption of steel ingots, 1959. 
(Thousands of tons) 


(Tons) 
- Apparen 
1964 Year ete Imports Exports Fessies i 
Type of cement 1962 1963 (January—August) 

Q) (2) G3) (4) 
Portland . 5,039,233 5,153,506 3,573,485 1959 1.866 652 a 2.518 
Waite SZ 0a a 22,114 1960qa ~~ eee BIS 539 15 2'803 
1961 . ; , 2,438 417 — 2,855 
Source: Sindicato Nacional da Industria do Cimento. io s s ae ae ws nye 

1964 ; : é 2,960 ae 


output had been 9 per cent less in 1963 than in 1962, 
recovered in the course of 1964, and showed a 3.9 per 
cent improvement in relation to production in 1963, 
although it still failed to regain the 1962 levels, especially 


Source: Grupo Executivo da Industria Metalurgica (GEIMET), 
Companhia Siderurgica Nacional. 


8 Provisional estimate. 


Table 61. Brazil: Motor vehicle production 


(Units) 
Type of motor vehicle 1962 1963 1964 

Light tractors ‘ 25 1,984 3,990 4,883 
Medium-weight tractors . 1,573 4,779 4,179 4,393 
Heavy tractors 80 823 1,739 2,258 

TOTAL 1,678 7,586 9,908 11,534 
Heavy lorries, and buses . 5,147 4,113 3,478 3,503 
Medium-weight lorries Z 25,352 35,557 20,546 21,023 
Light lorries, station-wagons, etc. 60,110 76,637 64,079 61,441 
Private cars $5,065 74,887 86,023 97,768 

ToTaL 145,674 191,194 174,126 180,899 


Source: Grupo Executivo da Industria Automovilistica (GEIA). 


Table 62. Brazil: Domestic production of petroleum derivatives 
(Annual output in terms of barrels) 


1961 


Propane 29,292 
Ethane . ‘ 120,727 
Aromatic residual oils 418,016 
Liquefied gas . a é - - 3,132,000 
Gasoline for motor vehicles, type A . 22,923,000 
Gasoline for motor vehicles, type B . 765,000 
Solvents ‘ A : 817,394 
Kerosene 3,945,000 
Diesel oil 15,071,000 
Fuel oil 28,896,000 
Asphalt . 1,270,546 
Lubricants 8,391 
Paraffin . — 
TOTAL 77,396,366 


1962 


24,155 
96,166 
417,923 
3,397,000 
29,596,000 
1,186,000 
803,321 
4,364,000 
19,625,000 
38,762,000 
1,428,212 
12,769 
129,508 


99,842,054 


1963 


107,421,158 


1964* 


39,175 
103,076 
326,743 

5,166,266 

34,600,903 
547,753 
769,044 

4,441,759 
23,448,998 
38,733,091 

1,266,526 

2,588 
5,427 


109,451,349 


Source: Petroleo Brasileiro (PETROBRAS). 
"The figures for November and December are 


estimated on the basis of the average for January— 
October. 
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Domestic production of petroleum derivatives (see 
able 62) increased by only about 1.9 per cent, as against 
-5 per cent in 1963 and 29 per cent in 1962. This slump 
vas imputable to fuel oil, production of which dropped by 
.4 per cent in relation to 1963. The output of asphalt, 
yhose relative importance is smaller, decreased by 
pproximately 20 per cent. 


transactions, primarily in relation to the drop in the net 
balance of autonomous capital movement over the last 
two years, and to the increment in liabilities connected 
with the amortization of trade arrears and balance-of- 
payments loans. The latter, which had represented 
negative balances of 20 million and 45 million dollars in 
1961 and 1962, respectively, went up to 145 million 


Table 63. Brazil: Evolution of the external sector 
(Millions of dollars at 1950 prices) 


Purchasi Ti is 
Mee He Ee uae BOWER: Net Sets Balance 
Year goods and of trade exports of external services, on 
the tourist with respect fie toute rosie fhe tour aoeniat 
trade to 1950 Fae Pa) oe aceoun 
1950 1,364.0 —_ 1,364.0 110.0 1,149.0 +105.0 
1955. 1,345.7 —157.4 1,188.3 97.5 1,122.4 —31.6 
1960 . 1,628.4 —385.1 1,243.3 186.5 1,596.1 —539.3 
1961 1,800.2 —454.9 1,345.3 173.6 1,458.5 —286.8 
1962 1,624.1 —484.8 1,139.3 186.0 1,419.6 —466.3 
1963* . 1,906.9 —572.0 1,334.9 135.8 1,404.8 —205.7 
1964» 1,721.5 —382.6 1,338.9 169.4 ISS! +14.0 
Source: ECLA, on the basis of International 4 Provisional figures. 
Monetary Fund (IMF), Balance of Payments b Estimates. 
Yearbook, vols. 8 to 16. 
Table 64. Brazil: Total purchasing power and imports of goods and services 
(Millions of dollars) 
Total purchasing power 
Year or Exports Net Amortization Imports 
period Autonomous income of trade of goods lance’ 
fpemee cea Peers petensecape a) SHPtOtAl «Santer «poy Total ce heath 
‘ ovemen -of= 
ne) Goods (noe Total of eanial factor payments eee 
income) payments loans 
951-55 1,540.4 Baz, 1,543.6 +90.6 —139.4 —115.4 1,379.4 +22.4 1,401.8 — 1,693.2 —291.4 
956-60 1,333.6 15.0 1,348.6 + 268.6 —148.2 —62.2 1,406.8 —62,2 1,344.6 —1,499.8 —155.2 
960 1,269.0 24.0 1,293.0 + 222.0 —194.0 —50.0 1,271.0 + 10.0 1,281.0 —1,660.0 —379.0 
961 1,403.0 23.0 1,426.0 +315.0 —184.0 —20.0 1,537.0 + 49.0 1,586.0 —1,546.0 40.0 
962 1,214.0 5.0 1,219.0 +345.0 —199.0 —45.0 1,320.0 —140.0 1,180.0 —1,519.0 —339.0 
963> 1,406.0 9.0 1,415.0 +225.0 —144.0 —145.0 1,351.0 —142.0 1,209.0 —1,489.0 —280.0 
964¢—C 1,430.0 16.0 1,446.0 +127.0 —183.0 ex ae +25.0 Ge 1,248.0 oe. 


Source: IMF, Balance of Payments Yearbook, vols. 12, 13, 14 and 15. 


"This balance is equal, and of opposite sign, to gross income from 
ade arrears and balance-of-payments loans, plus the variations in the 
ionetary authorities’ net reserves (increase —). 


3. EVOLUTION OF THE EXTERNAL SECTOR 


The data on the behaviour pattern of external transac- 
ions permit an evaluation to be made of other aspects of 
ne situation in Brazil. The volume of exports followed a 
uirly favourable trend in the first half of the sixties (see 
able 63). In estimating the effect of the terms of 
rade, however, it will be seen that Brazil’s purchasing 
ower in 1963-64 was slightly below the 1950 level. The 
act that external factor payments were moderately low 
a the last two years, and that the volume of imports de- 
lined, particularly in the latter year, caused the deficit 
m current account to be wiped out in 1964. 

Table 64 illustrates, in terms of current dollars, other 
mportant features of the course pursued by external 


» Provisional figures. 
© Estimates. 


dollars in 1963. Yet, thanks to import restrictions, the 
over-all result of external transactions improved notably 
in 1964 with respect to the two preceding years. 


4. GENERAL LINES OF ECONOMIC POLICY 


(a) The 1964-66 State action programme 


The Government’s Economic Action Programme, 
1964-66, lays down the broad lines that are to govern 
economic policy during this period, with three main 
objectives in view: to contain the inflationary process, to 
assure employment opportunities to the influx of man- 
power on the labour market, and to accelerate the rate of 
Brazil’s economic development, arrested in 1962-63. 
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The following are the over-all growth objectives 
established: to emerge from the stagnation experienced 
in 1963; to recover within the next two years the approxi- 
mate growth rate of 6 per cent for the real average 
product recorded in 1947-61; and to create the necessary 
conditions for raising the rate to 7 per cent in the ensuing 
period. Since the Programme envisages an annual 
population growth of about 3.5 per cent, such rates would 
entail an average increase in real per capita income of 
2.4 and 3.5 per cent in each of the two years considered. 


The over-all objective, as defined above, would be 
achieved primarily by removing the factors responsible 
for the relatively backward state of agriculture, and by 
regaining the high growth rate registered by the industrial 
sector up to 1961 (9.7 per cent annually in 1947-61), 
through the economic policy to be applied to industry. 


According to the Programme, this growth target can be 
attained only by means of a rate of investment of approxi- 
mately 20 per cent of the gross domestic product, which 
necessitates the adoption of a set of measures calculated 
to promote private sector and personal savings, as well as 
the raising of the country’s tax revenue, the reduction 
of the deficit deriving from the costs of autonomous 
semi-public enterprises, the adoption of a wage policy in 
keeping with anti-inflation goals, and the elimination 
of exchange subsidies in respect of the consumption of 
imported goods. The institution, within the framework of 
the Programme, of a policy to promote foreign capital 
inflows (both risk and loan capital) is considered a 
strategic measure, and is aimed at financing about 20 per 
cent of Brazil’s capital formation during the period 
concerned. 


Concurrently, in view of the disequilibrium in 1963 
when prices rose by 80.6 per cent, the plan envisages an 
extensive anti-inflation campaign. It ascribes Brazil’s 
inflationary process to an inconsistent policy, especially 
in regard to the two following points: government 
expenditure in excess of the restriction imposed on the 
private sector’s purchasing power through taxes or public 
loans; and the incompatibility between the propensity to 
consume, as expressed by the policy of nominal wage 
increases, and the tendency to invest, associated with the 
policy for expanding credit to enterprises. 


The Programme proposes to attack the problem from 
three traditional angles: public deficits, the expansion of 
credit to enterprises and excessive wage increases in 
proportion to the growth of productivity. Thus, the con- 
tinuing fight against inflation will be carried out through 
the limitation of government deficits, a wage policy in 
keeping with monetary policy, and the control of credit 
granted to enterprises. 


Stress is laid in the fact that there would have to be a 
shift in 1964 from cumulative to corrective inflation, in 
which the still strong price increases would be consistent 
mainly with the need to remove the principal anomalies 
brought about by controls, subsidies and other expedients 
that have distorted the price system. 

As regards the policy for reducing the government 
deficit, indicated as being one of the causes of inflation, 
it should be noted that wheat, newsprint and petroleum 
import subsidies were abolished and a short-term pro- 
gramme was put into effect aimed at reducing government 
expenditure during the present fiscal year by 30 per cent of 
the variable expenditure provided for in the Budget. This 


target appears to have been attained. Moreover, tl 
Government achieved a substantial increase in revenu 
Constitutional Amendment No. 7 enabled the new 1 
come, consumer and stamp tax legislation to be appli 
during the current fiscal year; Constitutional Amendme! 
No. 9 broadened the base of the income tax; a con 
pulsory revaluation of assets was imposed, the Gover 
ment to receive 3 per cent of the new valuation and tl 
consumer tax law was amended, an additional charge 
30 per cent being levied for collection between Septemb 
and December, 1964. 


Unemployment is the third major problem which tl 
Programme is intended to solve. After admitting th 
the absorption of manpower in urban areas is insufficier 
particularly in the manufacturing sector, the main cau 
for this deficiency is said to be the low rate of expansic 
registered by the highly labour-intensive industries (in tl 
last five years the labour factor has been rapidly replace 
by capital in those traditional industries). Thus, Braz 
would have to offer 1,100,000 new jobs every year » 
avoid the spread of structural unemployment. 


A basic feature of the policy for creating employme 
should be the promotion of investment, coupled with tl 
simultaneous adoption of measures intended to preve: 
supplementary labour factors from lying idle and to boo 
the less capital-intensive sectors. Based on these conside 
ations, the plan advocates the adoption of the followi 
measures: the promotion of civil construction under 
housing programme (which is now law), aimed at absor 
ing unskilled manpower; the expansion of employme: 
opportunities in the rural sector as a result of agrariz 
reform; incentives to exports of products whose man 
facture is highly labour-intensive; and the adoption of 
wage, exchange and credit policy intended to discoura; 
the substitution of capital for labour by distorting tl 
relative prices of the factors of production. 


By way of contributing to the anti-inflation policy ar 
to the recovery of a faster rate of economic growth, fl 
Programme imposes a more realistic external relatioi 
policy on three main fronts: (a) foreign trade polic 
whereby the Government will try to encourage the e 
pansion and diversification of exports by applyit 
remunerative rates of exchange that will enable Brazil 
compete on world markets, cutting through the red tay 
involved in exports, and by adopting suitable financit 
measures; (b) exchange policy, aimed at simplifying tl 
exchange system in force, establishing a single free ar 
flexible rate for all exchange operations, which will refle 
internal and external price trends, as well as mark 
conditions; (c) foreign capital policy, considered of prin 
importance in the acceleration of Brazil’s econom 
development, especially because, from a quantitati 
standpoint, foreign capital supplements internal inves 
ment flows and, from a qualitative standpoint, because 
can do much to increase the productivity of the domest 
factors of production. To that end, amendments we 
introduced in the legislation covering remittances + 
profits, as approved by the National Congress and en 
bodied in Law No. 4390 dated 29 October 1964. 


(b) Sectoral breakdown of the Programme 
The Programme affords an over-all view of the cond 
tions under which agriculture is developing in Brazil ar 
which serve as a basis for the provisions adopted. TI 
growth rate of food production for domestic consumptic 
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3.6 per cent annually in 1957-61) has not kept pace with 
he population growth (3.8 per cent annually between 
957 and 1961). 

If the past trends followed by agricultural production 
or domestic consumption were to persist, the potential 
lemand for foodstuffs in Brazil resulting from a steady 
er capita economic growth of 3.4 per cent annually (the 
arget aimed at in the Programme), or from an income- 
lasticity of demand of 0.49 (as calculated by the Getulio 
Jargas Foundation), would increase at a rate of over 
} per cent annually, which, in contrast with the lower 
rowth rate of supply, would result in increasing inflation- 
ry pressures. 

In view of the failure to introduce new and more 
ficient production techniques, Brazil’s agriculture has 
Town only in area, through an increase in the land 
rought under cultivation. The comparatively high 
roductivity of the new arable land has compensated for 
he declining productivity of the traditional areas. 

Following a general description of the present status of 
griculture in Brazil, the plan outlines the projects to be 
indertaken. The first major obstacle that must be over- 
ome in order to transform a system of agriculture which 
; dependent upon the natural richness of the soil into an 
ip-to-date form of agriculture is the virtual absence of 
chooling in the rural sector. This is borne out by a survey 
onducted by the Getulio Vargas Foundation, which 
eveals that fifty-eight out of every hundred persons on 
he farms visited had had no schooling at all. Most of the 
emaining forty-two had failed to complete their primary 
ducation. 

Other basic causes of the agricultural sector’s inade- 
juacy indicated in the Programme are the tendency to use 
Xcessive manpower at the expense of other factors of 
roduction such as tools, fertilizers and more complete 
quipment, and the rigidity of the structure of Brazil’s 
griculture. On the basis of an analysis of the 1960 
\gricultural Census, the plan draws attention to the 
nanifest disparity in the distribution of land: 45 per cent 
f the farms cover 2.2 per cent of the total area, while less 
han | per cent cover 47 per cent of the total area. Viewed 
rom the regional rather than the national standpoint, the 
isparities are even more acute, thus aggravating the 
nagnitude of the problem. The /atifundios, where land is 
ften a wasted factor of production, and the farms which 
re too small to permit of economies of scale or the use of 
raction power and certain agricultural implements are 
actors limiting efficiency in the agricultural sector. 


In order to solve these problems, the Programme lays 
tress on the need for agrarian reform. It is important, 
herefore, to set out the concept of agrarian reform as 
efined in the Programme. In this respect, it is held that: 


“Tn its traditional sense, agrarian reform is a suitable 
remedy only for those structural distortions in which 
there is excessive use of labour in relation to prevailing 
land use systems and techniques. This does not seem 
to be the right hypothesis for Brazil. On the contrary, 
the situations more often calling for structural changes 
in Brazil’s agriculture are those where the per capita 
product has shrunk as a result of declining labour 
productivity, or where the yield per hectare has dropped 
because the fertility of the soil could not be maintained. 
Accordingly, since agrarian reform in its traditional 
sense cannot remedy the reduction in the product 


resulting from lower labour and land productivity, the 
type of reform which Brazil should adopt cannot be 
confined to the redistribution of rural property. This 
socio-economic process of change would have to 
incorporate a great many other agrarian policy con- 
siderations, translated into educational measures, new 
systems of land taxation, co-operative organization and 
improvement of the rural credit system.” 


Among other direct and indirect expedients, the public 
authorities are required to implement measures relating to 
the following: progressive taxation, expropriation for the 
benefit of the community, land settlement, the utilization 
of idle resources, the acceptance of land obtained free or 
in the form of an exchange, and the acquisition of land 
under purchase deeds. The instruments of reform estab- 
lished in the project include the normal mechanisms of a 
democratic land reform, e.g., fiscal pressure on the un- 
productive /atifundio, coupled with the universal principle 
of progressive taxation. 

The agrarian reform project would be financed by the 
National Agrarian Reform Fund, mainly with the pro- 
ceeds of the Federal Government Improvement Tax, 
3 per cent of the Federal Government’s tax receipts, and 
internal and external donations and loans.® 


The Programme shows that industry expanded at 6 per 
cent and 2.8 per cent, respectively, in 1962 and 1963, with 
a reduction in the output of such sectors as textiles (—1.3 
per cent), motor vehicles (—8.9 per cent) and leather 
(—7.2 per cent). 

The over-all target established in the Programme pro- 
vides for an annual growth of 6 per cent in the real 
product during 1965-66; in order to attain it, the high 
growth rates recorded by industry up to 1961 would have 
to be restored. The plan therefore contemplates certain 
measures aimed at increasing the flow of savings (for 
example, the tax incentives to personal savings and to 
reinvestment in enterprises, established by the new 
Income Tax Law). Further, in line with the development 
objectives and the fight against inflation, the following 
measures are proposed with a view not only to maintain- 
ing a high level of investment, but also to minimizing the 
effects of idle capacity in this sector: a policy governing 
the extension of credit to enterprises; the creation of a 
fund (the Fundo de Democratizagao do Capital das 
Emprésas) to supply capital, inter alia, to companies 
whose shares are open to public subscription, and to 
firms producing manufactures for export (the Fund has 
already been legally established); immediate incentives to 
investment in specific sectors (the chemical, textile, 
cement, food and other industries), permitting a faster 
depreciation of new equipment up to 1968 (this project is 
now law); the setting up of a fund for financing the pur- 
chase of industrial machinery and equipment, to cover 
the purchase and sale of locally produced items; the 
financing of exports of manufactured goods, provided for 
in Superinténdencia da Moeda e Credito (SUMOC) 
Directive No. 178; authorization to concerns exporting 
manufactured products to use up to 50 percent of the 
foreign exchange they receive for imports of raw materials 
or equipment not produced in the country, or for the 
payment of liabilities contracted abroad (SUMOC 
Directive No. 279). 


® The agrarian reform project was embodied in Law 4504/60 
in 1964. 
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In the sectoral breakdown of investment, particular 
attention should be paid to investment in steelmaking 
(estimated at about 900,000 million cruzeiros, of which 
approximately 30 per cent will be in foreign currency); 
in textiles (an estimated 253,000 million cruzeiros, of 
which about 25 per cent will be in foreign currency); 
and in chemicals, including fertilizers (some 294,000 
million cruzeiros, of which about 35 per cent will be in 
foreign currency). 

The production projections made in the plan exclude 
1964—apparently considered a transitional period—and 
cover the years 1965-66 only. 


(c) Infrastructure 


The Programme estimates Brazil’s needs in respect of 
installed electric energy for 1970 at some 12,700,000 kW, 
together with its transmission and distribution networks. 
The programme of enlargements required to attain this 
target will call for an investment of approximately 
3,732,000 million cruzeiros at 1964 prices. After describ- 
ing the geographical distribution of the additional 
T million kW, which are mostly intended for the Centro- 
Sul and Sul areas, the plan envisages that approximately 
25 per cent of the investment required will be in foreign 
currency. The internal resources provided for include the 
revenue from the single tax on electric energy, a propor- 
tion of the consumer tax and the customs clearance 
charge, as well as additional resources obtained from 
compulsory capitalization of the service by the consumers 
themselves. 

Furthermore, SUMOC Directive No. 270, of May 
1964, abolished the price subsidy in respect of petroleum 
products, which enabled PETROBRAS to recover its 
income and, consequently, its investment capacity. 

As regards Brazil’s fleet of tankers, the intention is to 
take the necessary steps towards the gradual replacement 
of its ocean-going ships by larger vessels. 

The funds earmarked for investment in coal mining in 
1964-66 are estimated at some 85,000 million cruzeiros, 


the national coal planning commission being authorize 
to negotiate loans of up to 100 million dollars. 


The objectives in the transport sector are the sati 
faction of demand on efficient and economic lines and th 
elimination of two distinct focal points of inflation, i.e 
constantly rising costs, as a result of decreasing efficienc 
in applying the factors of production; and, secondly, tl 
monetary effect of the issues needed to balance operatiot 
al deficits. It is intended, therefore, to reduce transpo 
costs and transfer them gradually to the users by means ¢ 
freight charges. 


With those ends in view, the Programme lays doy 
lines of action for railway, water-borne, road and a 
transport. Federal investments totalling approximate 
1,590,000 million cruzeiros, at 1964 prices, are visualize 
for 1964-66, of which 60 per cent is earmarked for roz 
transport. 


(d) The external sector 

The Programme examines Brazil’s balance-of-paymen 
situation and shows that, altogether, the deficit in 1947+ 
was about 2,720 million dollars. To cover this deficit, 
addition to autonomous capital inflows (which we 
insufficient), recourse was had to the foreign exchan 
reserves or to foreign stabilization loans. If the loai 
contracted to finance specific projects, trade arrears al 
the consolidated external debt are added to this amout 
it is not surprising that there should have been a rap 
increase in Brazil’s external borrowing, which, early 
1964, represented some 3,800 million dollars. Abo 
48 per cent of this sum had to be paid in 1964 and 19€ 
Hence the urgent necessity for external negotiations wi 
a view to a more favourable rescheduling of amortizati 
payments in 1964-65, which have already eased t 
position to the value of some 244 million dollars for tho 
years. Moreover, it is hoped to secure foreign credit 
about 1,270 million dollars with which to meet t 
accrued liabilities for that period and to increa 
imports. 


C. CENTRAL AMERICA 


1. GENERAL TRENDS OF ECONOMIC ACTIVITY 


In 1964 the Central American economy continued to 
expand vigorously in spite of the fact that in two countries 
agricultural stagnation and decline tended to reduce the 
growth rate. Despite this handicap it is estimated that 
the gross product for Central America as a whole in- 
creased by about 7 per cent in real terms in 1964, as 
against an average of over 6 per cent for 1962-63, and 
4.5 per cent for 1961 (see table 65, figure XIII and tables 
66 to 70 giving the data for individual countries). Thus 
there was a further strengthening in the recovery trend 
that began in 1961, which resulted in an annual increase 
of over 3 per cent in the per capita gross product in the 
three-year period 1962-64, in contrast to the standstill of 
the preceding five years. 

As during 1962-64, the expansion in 1964 was based on 
exports and intra-area trade, which together increased by 
11 per cent over the 1963 level, to 661 million dollars. 
However, exports to the rest of the world expanded 


slowly because of the decline in coffee sales. This mea 
that the quantum of total exports increased by only ¢ 
per cent, as against 18.7 per cent in 1963, although t 
improvement in the terms of trade raised the real purchs 
ing power of exports by 11.6 per cent. On the other hai 
intra-area trade continued to expand rapidly (37 f 
cent), and in 1964 its estimated total value was 95 milli 
dollars (see tables 71 to 77). 


The continued vigour of trade within the area and t 
rapid growth of private investment, which was also sim 
lated by the expansion of exports in earlier years, help 
to increase the economic growth rate in 1964 in thi 
countries in the region, and at least to mitigate t 
depressive effects of agricultural stagnation in the ott 
countries. Private investment in Central America as 
whole rose by about 18 per cent above the level for 19¢ 
and reflected increases in all countries, particularly 
Guatemala and El Salvador. Public investment increas 
by a similar amount, through a rise in external funds a 
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: Table 65. Central America: Gross domestic product 


ar Agriculture 


Industry 


Construction Trade 


Millions of dollars at 1960 prices 


Total 


160; -~.. 910 390 82 614 2,840 

61 957 415 82 633 2,967 

62 1,034 444 79 666 33153 

1632. 1,092 483 88 ous 3,350 

649. 1,142 533 103 777 3,583 

) Annual growth rates 

61 5.2 6.5 0.0 3.0 4.5 

162 8.1 7.0 —4.0 D2 6.3 

G3" . 5.6 8.8 11.4 7A 6.2 

1642. 4.6 10.4 17.0 8.7 7.0 

Source: ECLA, on the basis of official statistics. 

& Provisional figures. 

Table 66. Guatemala: Gross domestic product 
ear Agriculture Industry Construction Trade Total 
Millions of dollars at 1960 prices 

160 : 311.3 129.6 21.4 281.7 1,020.5 

161 ; 316.3 137-2 25.0 287.6 1,059.3 

162 . 331.5 143.2 22.9 285.6 1,085.8 

ans, 369.6 149.9 29.8 306.7 1,174.8 

649). 386.2 159.6 39.2 334.6 1,257.0 
Annual growth rates 

61 3 1.6 5:9 20.2 2.1 3.8 

162 : 4.8 4.4 —10.9 —0.7 2 

163" = i We) 4.7 30.3 1A 8.2 

164" 4.5 6.5 31.6 9:1 7.0 

Source: ECLA, on the basis of official statistics. 

® Provisional figures. 

Table 67. El Salvador: Gross domestic product 
2ar Agriculture Industry Construction Trade Total 
Millions of dollars at 1960 prices 

160 : 179.1 100.0 13:1 144.1 608.4 

161 : 201.5 109.7 12.6 150.2 659.5 

162 : 230.1 116.6 10.0 166.1 719.5 

fost 232.4 125.0 9.4 182.7 758.4 

642 259.6 143.8 10.2 202.8 836.5 
Annual growth rates 

161 : 12.5 9.7 —3.6 4.2 8.4 

162 , 14.2 6.3 —20.7 10.6 Ri | 

(ie 1.0 hes —5.8 10.0 5.4 

642 11.7 15.0 8.0 11.0 10.3 


Source: ECLA, on the basis of official statistics. 


§ Provisional figures. 
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Table 68. Honduras: Gross domestic product 


Year Agriculture Industry Construction Trade Total 
Millions of dollars at 1960 prices 
196050 153.0 42.1 12a 47.0 377.9 
1961 7 161.7 45.7 12.5 50.6 400.6 
1962 , 168.0 49.7 13.7 53.8 421.4 
19632 173.4 54.1 12.6 56.0 429.4 
1964% 177.9 Some, 13.0 58.2 447.9 
Annual growth rates 
1961 ; aril 9.1 ay) HEAL 6.0 
1962, es 3.9 8.8 Shi 6.3 =74 
19632, 352 8.9 ssi) 4.0 1.9 
1964s; 2.6 9.4 2.9 4.0 4.3 


Source: ECLA, on the basis of official statistics. 
@ Provisional figures. 


Table 69. Nicaragua: Gross domestic product 


Year Total Agriculture Industry Construction Trade 
Millions of dollars at 1960 prices 
1960. 355.1 125.4 52.8 14.8 68.4 
1961 5 376.7 133.0 55.6 13.4 74.5 
1962 6 415.6 149.8 62.6 Lie? 83.3 
19638 443.1 154.9 69.9 13.6 88.3 
19642 470.1 163.7 74.9 14.4 93.6 
Annual growth rates 
1961. 6.1 6.1 5.8 —9.8 9.0 
1962. 10.3 12.6 12.6 —12.6 11.7 
1963*  : 6.6 3.4 11.7 16.2 6.0 
1964% . 6.1 hil 1? 6.0 6.1 


Source: ECLA, on the basis of official statistics. 
® Provisional figures. 


Table 70. Costa Rica: Gross domestic product 


Year Total Agriculture Industry Construction Trade 
Millions of dollars at 1960 prices*® 
1960 ; 478.2 141.1 65.5 21.0 73.2 
1961 ; 470.5 144.3 66.7 18.0 70.2 
1962 : 510.9 154.7 72.0 20.6 77.1 
1963» 544.1 162.1 84.3 229) 81.7 
1964» 571.8 154.8 95.8 26.5 87.8 
Annual growth rates 
1961 : —1.6 23 Ne) —14.4 —4,1 
1962 5 8.6 7.2 UD 14.2 9.8 
1963> . 6.5 4.8 17.1 11.2 6.0 
1964. Sal —4,5 13.6 15:9 eS) 


Source: ECLA, on the basis of official statistics. 

& The conversion to 1960 dollars was based on an exchange rate of 
5.97 colons. 

b Provisional figures. 
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Table 71. Central America: Purchasing power of exports of goods and services 


Quantum Unit value index Terms Purchasing 
Year + —— of power of 
Exports Imports Exports Imports trade exports 


Millions of 1960 dollars and indexes 1960 = 100 


1960. c 449.0 524.5 100.0 100.0 100.0 449.0 
1961 4 A 487.2 503.4 973 100.4 96.9 472.3 
1962 5 é 525 566.3 97.5 100.5 97.0 536.0 
1963 : r 631.2 665.6 95.9 100.2 95.7 604.9 
19645 5 657.3 763.2 104.7 100.4 104.3 685.8 
Annual growth rates 
1961 ; 3 8.5 —4.0 —2.7 0.4 —3.1 5:2) 
1962 : é 13.4 12.5 0.2 0.1 0.1 135 
1963 : : 14.2 ies —1.6 —0.3 —1.3 12.8 
1964 5 ; 4.2 14.7 o 0.2 9.0 13.4 
1960-64 ‘ 10.0 9.8 2 0.1 _— 11.2 
Source: ECLA, on the basis of official statistics. 4 Provisional figures. 


Table 72. Guatemala: Purchasing power of exports of goods and services 


Quantum Unit value index Terms Purchasing 
Year a — of power of 
Exports Imports Exports Imports trade exports 


Millions of 1960 dollars and indexes 1960 = 100 


1960 : 4 121.7 142.2 100.0 100.0 100.0 PAT 
1961 5 : 128.7 134.6 93.3 101.0 92.4 118.9 
1962 3 : 142.8 138.8 87.6 100.9 86.8 123.9 
1963 : ‘ 189.6 172.3 83.4 101.0 82.6 156.5 * 
1964" . F 170.5 189.4 96.2 101.0 95.2 162.4 
Annual growth rates 
1961 3 3 5.8 —5.3 —6.7 1.0 —7.6 —2.3 
1962 : : 11.0 3.1 —6.1 —0.1 —6.1 4.2 
1963 4 4 32.8 24.1 —4.8 0.1 —4.8 26.3 
1964 , . —101 9.9 15.3 — 15.3 3.8 
1960-64 F 8.8 7.4 —1.0 0.2 —1.5 ied 
Source: ECLA, on the basis of official statistics. ® Provisional figures. 


Table 73. El Salvador: Purchasing power of exports of goods and services 


Quantum Unit value index Terms Purchasing 
Year 8 —_— of power of 
Exports Imports Exports Imports trade exports 


Millions of 1960 dollars 


1960, : 109.0 133.5 100.0 100.0 100.0 109.0 
1961 ‘: ; 126.1 120.2 98.0 101.0 97.0 122.4 
1962") ~. : Sez 137.4 95.1 100.9 94.3 142.4 
19635 ; 164.9 159.8 94.1 102.0 92.3 152.2 
19648 =~. f 178.5 197.7 103.0 103.0 100.0 178.5 
Annual growth rates 
1961 s r 4.4 —15.3 —2.3 4.8 —6.8 —2.7 
1962 . 5 17.5 14.0 —2.6 0.8 —3.2 13.7 
1963. c 14.1 20.6 —1.2 0.8 —2.0 11.8 
1964. e L3 Pi bee 5.7 25 Se 4.5 
1960-64 : 9.1 9.0 —0.1 Pepe —2,3 6.6 


Source: ECLA, on the basis of official statistics. ® Provisional figures. 
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Table 74. Honduras: Purchasing power of exports of goods and services 


Quantum Unit value index Terms Purchasing 
Year ss ————————— of power of 
Exports Imports Exports Imports trade exports 


Millions of dollars at 1960 prices and indexes 1960 = 100 


1960 : 5 65.5 (pea 100.0 100.0 100.0 65.5 
1961 : : 75.3 74.3 100.0 100.0 100.0 75.3 
1962 F : 74.3 82.0 112.8 101.0 1 Wi Ih a / 83.0 
1963 : 5 73.4 95.3 116.8 101.9 114.6 84.0 
196445) ¢ 5 80.9 101.4 118.8 101.0 DE76 95.1 
Annual growth rates 
1961 i ‘ 6.8 5.0 —5.8 —4.5 —1.4 53 
1962 ; < 332 —1.6 20:2: 12.7 6.7 10.0 
1963 . ‘ 2D 21.8 37 —2.2 6.1 8.8 
1964 A 5 5.4 4.1 7.2 1.2 Se) 11.7 
1960-64 F 4.5 7.0 5.9 1.6 4.3 8.9 
Source: ECLA, on the basis of official statistics. ® Provisional figures. 


Table 75. Nicaragua: Purchasing power of exports of goods and services 


Quantum Unit value index Terms Purchasing 
Year — ns of power of 
Exports Imports Exports Imports trade exports 


Millions of dollars at 1960 prices and indexes 1960 = 100 


1960 3 58.9 67.2 100.0 100.0 100.0 58.9 
1961 ; , 62.6 72.6 102.9 94.1 109.4 68.5 
1962 é c 80.8 101.3 105.8 94.0 112.6 91.0 
1963 5 4 98.6 120.1 104.9 90.0 116.6 114.9 
19642. ‘ 108.8 139.8 110.8 92.0 120.4 131.0 
Annual growth rates 
1961 ‘ 5 6.3 8.0 2.9 —5.9 9.4 16.3 
1962 ‘ : 29.1 39.5 2.8 —0.1 2.9 32.8 
1963 7 3 22.0 18.6 —0.9 —43 3.6 26.3 
1964 ° , 10.3 16.4 5.6 —2.2 ys} 14.0 
1960-64 : 16.6 20.0 2.6 —2.1 4.8 22.0 
Source: ECLA, on the basis of official statistics. & Provisional figures. 


Table 76. Costa Rica: Purchasing power of exports of goods and services 


Quantum Unit value index Terms Purchasing 
Year ——_-—-_— -- a of. power of 
Exports Imports Exports Imports trade exports 


Millions of dollars at 1960 prices and indexes 1960 = 100 


1960. : 93.9 109.5 100.0 100.0 100.0 93.9 
1961 ‘ A 94.5 101.7 96.0 104.0 92.3 87.2 
1962.7: A 103.4 106.8 97.2 105.0 92.6 95.7 
1963 ; ; 104.7 118.1 98.5 105.9 93.0 97.3 
1964". ‘ 118.6 134.9 104.1 104.0 100.1 118.8 
Annual growth rates 
1961 < F 0.6 —7.1 —4.0 4.0 —7.7 —7.1 
1962, ; 9.4 5.0 1.3 1.0 0.3 9.7 
1963 . : 153) 10.6 13) 0.9 0.4 Ng 
1964 . X 1333 14.2 Sh4/ —1.8 7.6 P| 
1960-64 3 6.0 5.4 1.0 1.0 —0.1 6.1 


Source: ECLA, on the basis of official statistics. ® Provisional figures. 
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Figure XII. Central America: Evolution of the gross product, real 
income and the external sector 
(A) GROSS PRODUCT AND REAL INCOME 
(Index : 1950 = 100) 
Semi-logarithmic scale 
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Source: ECLA, on the basis of official statistics and International 
Monetary Fund publications. 
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communications (see table 80). In some countri 
particularly Guatemala and Costa Rica, much of 1 
increase in investment went to public works and priv; 
building. 


Under the stimulus of increased external demand a 
the expansion of investment, the growth rate of indus 
and construction was higher in most countries. T 
contributed to an increase of 10.4 per cent in the mat 
facturing output of Central America in 1964, as against 
annual average of 7.9 per cent during the preceding th 
years. Construction, which had remained at the sa 
level during 1961-62, expanded by 11 per cent in 1963 a 
17 per cent in 1964. The growth in these sectors, and 
trade, was facilitated by the greater availability of ba 
credit, which in most countries expanded more than 
1963. In addition the improvement in the Governmer 
financial situation made it possible for most of the 
crease in bank credit to go to the private sector. 


In agriculture, particularly in the production of cr 
for export, the evolution varied from country to count 
and this led to different trends in their economies dur 
1963 and 1964. Thus the economies of El Salvador z 
Nicaragua expanded steadily from 1961 on, whereas 
Honduras and perhaps also in Costa Rica the groy 
rate tended rather to decline in 1963 and 1964. 1 
economy of Guatemala, on the other hand, remained 
more or less the same level up to 1962, and then expanc 
vigorously in 1963 and 1964, at an annual average rate 
7.5 per cent (see again tables 66 to 70). 


Although other factors were also involved, the impro 
ment in the economies of El Salvador and Nicaragua ¢ 
more recently in that of Guatemala, is due partly to 
cotton boom in those three countries, which helped 


Table 77. Central America: Value of exports and intra-area trade 


Exports to the rest of the world 


7 Total Ei abe me (2) asa 
ear entra. ercenta; 

GAUGES America g of qd) - Oe Cotton Bananas Coffee 

() Q) (3) (4) 6) (6) (7) 
Millions of dollars 
1960 426.7 30.3 WA 396.4 36.8 66.1 226.2 
1961 452.3 36.2 8.0 416.1 50.0 74.1 206.9 
1962 516.2 47.6 92 468.6 80.8 71.5 218.5 
1963 582.0 69.4 11.9 512.6 104.4 69.5 228.9 
19644 661.3 95.0 14.4 566.3 122.3 72.0 243.4 
Annual growth rates 

1961 6.0 19.5 5.0 35.9 12.1 =25 
1962 14.1 31.5 12.6 61.6 —3.5 5.6 
1963 12.7 45.8 9.4 29.2 —2.8 4.8 
1964 : 13.6 36.9 10.5 17.1 3.6 6.3 
1960-64 . 11.6 33.0 eis! 35.0 24, UB) 


Source: ECLA, on the basis of official statistics. 


in government revenue, except in Honduras, where public 
investment declined for the second year in succession 
(see tables 78 and 79). 

To judge bythe data available on imports of capital 
goods, investment expanded considerably in all economic 
sectors, especially in agriculture and in transport and 


® Provisional figures. 


increase the area’s total output of cotton three! 
between 1961 and 1964.7 


7 Of Central America’s total cotton harvest in 1964/65, estim: 
at 266,000 tons, only 23,500 and 5,400 tons, respectively, 1 
contributed by Costa Rica and Honduras. 
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[his is in contrast with the situation in Honduras and 
sta Rica, marked by the stagnation or contraction of 
‘icultural production. In Honduras the economic 
line was due partly to the fall in banana output, 


restrict capacity to import in 1965, and thus tend partly 
to offset the stimuli provided by that country’s full 
participation in the Central American Common Market 
beginning in 1963, and by the increase in public 


Table 78. Central America: Gross investment, 1960-64 


Absolute figures As percentage of 
err (millions of dollars at 1960 prices) gross domestic product 
Private Public Total Private Public Total 

1960 276.0 86.7 362.7 9.7 3.1 12.8 
1961 253.1 90.0 343.1 8.5 Sal 11.6 
1962 289.9 99.8 389.7 9.2 3.2 12.4 
1963 353.7 106.5 460.2 10.5 3.2 1357) 
1964» 417.1 125.0 542.1 11.6 Sh) iy 

Source: ECLA, on the basis of official statistics. b Provisional figures. 

4 Also includes increases in stocks. 

Table 79. Central America: Total gross investment* by country 
(Millions of dollars at 1960 prices) 
Country 1960 1961 1962 1963 1964 

Guatemala 

Public 26.6 30.4 26.0 33.1 42.3 

Private 82.2 84.9 89.2 105.5 137.4 

Total . 108.8 USI SS) 115.2 138.9 180.3 
El Salvador 

Public 18.8 20.6 20.4 17.8 OAET 

Private 53.8 39.0 45.6 71.4 86.8 

Total . 72.6 59.6 66.0 89.2 108.5 
Honduras 

Public 10.3 10.6 18.5 17.6 iE S7/ 

Private 42.1 42.2 52.7 59:5 64.0 

Total . 52.4 52.8 Ther 77.1 79.7 
Nicaragua 

Public 13.5 14.0 16.7 21.2 24.4 

Private 31.9 35.4 41.2 47.0 54.2 

Total . 45.4 49.4 57.9 68.2 78.6 
Costa Rica 

Public iis) 14.4 18.2 16.8 20.3 

Private 66.0 51.6 61.2 70.0 74.7 

Total . 83.5 66.0 79.4 86.8 95.0 


Source: ECLA, on the basis of official statistics. 


& The private and total investment figures includ 
increases in stocks. 


ich is the main export item, and to other factors tend- 
to reduce public investment and construction activi- 
. In Costa Rica the reduction in agricultural output 
1963/64 and 1964/65 was of a general nature affecting 
h crops for domestic consumption and crops for 
yort. The decline was due partly to the fall of volcanic 
| that began early in 1963, and to floods that were also 
result of the eruption of the volcano Irazi. As a 
ult of increased sales of coffee, the value of Costa Rican 
yorts continued to expand in 1964. However, the sharp 
| of 36 per cent in the coffee harvest of 1964/65 will 


€ 


b Provisional figures. 


investment envisaged for 1965 under the national develop- 
ment plan. 

It should be noted that Costa Rica and Honduras are 
the only countries where there has been a steady, though 
moderate, price rise during the last three years, despite 
their slower growth rates. This higher price level is 
apparently due less to the expansion of demand than to 
the slow growth of the domestic supply of food products. 
In the other countries, on the contrary, prices remained 
stable, except in Nicaragua in 1964 (see table 81). 

The stability or moderate increase in prices in open 
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economies like those of Central America is due largely to 
the considerable increase in imports in the last two years, 
which relieved the pressure on domestic supply that in 


the figures available, which indicate increases in t 
international reserves of all the Central Americ 
countries with the exception of Guatemala, net capi 


inflows were more than sufficient to finance the defi 
on current account. 


most of these countries resulted from the growth of 
investment. 


Table 80. Central America: Composition of imports, 1960-64 
(Millions of dollars) 


Annual growth rate 


Sector 1960 1961 1962 1963 1964 (percentage) 
1963/62 1964/6 
(1) Non-durable consumer goods 133.5 128.1 130.8 156.4 164.5 19.6 52 
(2) Durable consumer goods . 54.0 50.1 53.0 64.3 86.9 21.3 35.1 
TOTAL, (1) plus (2) 187.5 178.2 183.8 220.7 251.4 20.1 13.9 
(3) Fuels 38.1 39.6 40.4 47.8 61.4 18.3 28.5 
(4) Metallic raw materials 15.0 15.6 18.4 19.3 20.1 4.9 4.1 
(5) Other raw materials . 131.6 136.7 153.8 176.9 192.8 15.0 9.0 
TorAL, (4) plus (5) 146.6 152.3 172.2 196.2 212.9 13.9 8.5 
(6) Building materials, including those for public works 36.0 32.9 B72 42.9 54.3 153 26.6 
(7) Agricultural machinery . 4 : : 15.1 1522) 19.4 22.8 31.2 17.5 36.8 
(8) Industrial, mining and business machinery . 59.4 S32 71.3 81.4 93.1 14.2 14.4 
(9) Transport and communication machinery 23.7 19.0 213 Si 3971 47.9 24.1 
TorAL, (6) to (9) 134.2 122.3 149.2 178.6 2177 19.7 21.9 
TOTAL, (1) to (9) 514.2 495.9 548.2 646.5 750.8 17.9 16.1 


Source: ECLA, on the basis of official statistics. 
4 Provisional estimates. 


b Includes imports of a small group of unspecified products. 


Table 81. Central America: Consumer prices indexes 


(1960 = 
Country 1961 
Central America 100.6 
Guatemala 100.0 
El Salvador 98.0 
Honduras 102.0 
Nicaragua 100.0 
Costa Rica 103.0 


100) 

1962 1963 19648 
102.0 103.6 106.1 
102.0 102.0 100.2 

98.0 99.0 101.0 
103.0 106.1 110.9 
101.0 101.0 105.5 
105.9 109.9 113.1 


Source: ECLA, on the basis of official statistics. 


~ The total value of Central American imports rose in 
1964 by over 16 per cent, and in countries where the 
growth of the product and investment was highest 
(Guatemala, El Salvador and Nicaragua) the increase was 
even greater; consequently there was a change in the 
composition of Central America’s imports. In fact the 
increase in imports largely reflected the rise in imports of 
capital goods and fuels, although there was also a con- 
siderable expansion of imports of durable consumer 
goods (see again table 80). 


The sharp increase in the imports of Guatemala, El 
Salvador and Nicaragua was also an important factor in 
the deterioration of Central America’s over-all balance of 
payments, since in Costa Rica and Honduras there was a 
reduction of the deficit on current account. To judge by 


4 Provisional figures. 


2. THE DECLINE IN AGRICULTURAL OUTPUT AND EXPO 


The stagnation in the agricultural sector which | 
limited the economic growth of Honduras and Costa R 
in the last two years also spread to the other Cent 
American countries in 1964/65, with the marked excepti 
of Nicaragua, where agricultural production continu 
to expand at a rapid rate (10 per cent). The consideral 
decline in agricultural output in Costa Rica (12 per cer 
and the slow growth in the other countries resulted in 
increase of less than 2 per cent in the agricultural outy 
of Central America as a whole, as against 8 per cent | 
the preceding season (see tables 82 to 85). 

Agricultural production for domestic consumpti 
maintained the slow growth rate that had existed 
some time, except for cane sugar, of which the total o 
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t rose to 5.9 million tons, as against 5.4 million in 
53/64, because of the expansion in plantation area in 
yst Central American countries following the excep- 
nal rise in world sugar prices in the two preceding 
ars. Consequently the increase in the supply of Central 
nerican sugar for export, which had hitherto been small, 


region’s output of bananas was slightly higher than in 
1963/64, with declines in Guatemala and Honduras that 
were offset by higher output in Costa Rica (see again table 
84). The final result was that crop production for export 
in Central America as a whole was only slightly higher 
than in the preceding year. 


Table 82. Central America: Agricultural output indexes, 1960/61 to 1964/65 
(1954-56 = 100) 


Region and country 1960/61 
Central America 
Agricultural output 120.5 
Crop output . 121.0 
For export . 124.6 
For domestic consumption 113.8 
Livestock output WG G2 
Costa Rica 
Agricultural output 137.2 
Crop output . 136.9 
For export . 139.4 
For domestic consumption 127-9 
Livestock output 139.8 
El Salvador 
Agricultural output 115.4 
Crop output . 116.3 
For export . 5 ; 125.4 
For domestic consumption ‘ : 99.9 
Livestock output 106.2 
Guatemala 
Agricultural output 137.4 
Crop output . 140.9 
For export : A 149.6 
For domestic consumption 126.5 
Livestock output 114.2 
Honduras 
Agricultural output : A < 119.1 
Crop output . . 119.4 
For export . 115.6 
For domestic consumption ; 3 126.2 
Livestock output . : P Fi 117.1 
Nicaragua 
Agricultural output ‘ F : 94.1 
Crop output . F 5 S 90.7 
For export . , 5 5 90.3 
For domestic consumption 4 $ 91.6 
Livestock output 126.2 


Source: ECLA, on the basis of official statistics. 


t the region with a surplus in 1965 in relation to world 
mand. This may lead to difficulties in disposing of 
se surpluses in some countries, although the area as a 
ole is assured of total exports to the United States of 
out 122,000 short tons for 1965. 

With respect to crops for export, the situation in 
64/65 was not encouraging, except for cotton, whose 
tput continued to expand rapidly although not at the 
septional rate of the preceding years. In contrast, 
fee output fell sharply in Costa Rica, and also, to a 
ser extent, in Guatemala and El Salvador. The 


1961/62 1962/63 1963/64 196 4/65* 
135.1 147.5 159.4 163.5 
136.8 151.0 163.6 168.1 
145.6 158.9 175.4 179.3 
118.4 133.8 139.5 143.1 
121.8 121.7 126.1 126.0 
138.7 146.8 152.3 144.9 
139.0 147.5 fS53e0 144.5 
139.1 147.6 155.6 143.2 
138.9 147.1 144.8 149.0 
136.3 140.5 145.1 148.5 
140.0 138.9 ESStZ, 159.8 
143.4 142.6 159.7 165.0 
171.2 152.0 186.7 193.0 
9253) 111.7 109.2 112.4 
105.0 101.5 109.0 107.1 
143.0 175.5 186.5 187.9 
147.0 184.1 196.0 198.2 
155.1 195.6 204.7 206.9 
133.7 165.0 181.7 183.5 
105-9 117.1 121.6 118.1 
130.0 134.1 133.9 137.8 
129.7 134.8 135.1 139.3 
125.3 131.8 130.4 133.2 
137.6 140.2 143.8 150.4 
132.2 128.1 123.8 125.6 
120.4 137.6 161.2 177.8 
118.3 136.8 162.9 180.9 
123.5 151.6 184.9 209.2 
106.2 102.1 111.4 114.7 
140.0 136.0 145.8 150.1 


4 Provisional figures. 


The effects of this stagnation on Central America’s 
exports are bound to be felt to some extent in 1965, 
because of the smaller volume of coffee available for sale 
abroad. However, it should be noted that already in 1964 
the region’s total exports were expanding more slowly 
than in the preceding three-year period. The total 
volume rose by only 4.2 per cent, as against an annual 
cumulative growth rate of 14 per cent in 1961-63 (see 
again table 71). This was due mainly to the fall in the 
quantum of coffee exports, and to the fall in the growth 
rate of the volume of cotton exports from an annual 
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Table 83. Central America: Output of the main agricultural products for domestic consumption, 
by country, 1960/61 to 1964/65 


(Thousands of tons) 


Product Costa Rica El Salvador Guatemala Honduras Nicaragua Total 

Maize 
1960/61 i F 79.6 178.0 506.0 262.0 119.0 1,144.6 
1961/62 : 3 83.4 144.7 518.0 277.0 PA ee 1,146.3 
1962/63 5 Z 87.4 212.9 665.0 299.0 125.3 1,389.6 
1963/64 : - 91.6 207.1 751.0 302.0 142.4 1,494.1 
1964/65* : : 96.0 275 751.0 305.0 146.7 1,516.2 
Rice 
1960/61 < : 35.9 13.1 8.5 13.3 21.2 92.0 
1961/62 = a 37.5 11.6 7.8 13.4 24.2 94.5 
1962/63 : 2 39.0 16.7 9.9 14.6 23.0 103.2 
1963/64 z : 33.4 13.4 11.2 14.0 29.1 101.1 
1964/65 2 2 33.4 15.0 ti 16.2 28.6 104.4 
Beans 
1960/61 - : 19.1 10.4 30.5 36.0 223 118.3 
1961/62 A ‘ 20.0 10.5 32.7 38.4 32.0 133.6 
1962/63 : A 20.8 18.4 33.0 40.0 28.9 141.1 
1963/64 = : 21.4 14.5 34.2 44.0 32.2 146.3 
1964/65 P Z 22.0 11.6 Seal 49.2 3357 151.6 
Cane sugar 
1960/61 F : 1,128.5 570.0 965.0 608.0 1,138.0 4,409.5 
1961/62 F ‘i 1,467.3 592.0 1,342.0 630.0 1,421.0 5,452.3 
1962/63 * ; 1,508.8 661.0 1,615.0 623.0 1,195.0 5,602.8 
1963/64 3 . 1,581.2 711.0 1,828.2 650.0 1,101.0 5,871.4 
1964/65# : : 1,536.2 995.4 1,852.0 Ad 22. 1,258.4 6,414.0 

Source: ECLA, on the basis of official statistics. @ Provisional figures. 


Table 84. Central America: Output of the main agricultural products for export, by country, 1960/61 
to 1964/65 


(Thousands of tons) 


Product ; Costa Rica El Salvador Guatemala Honduras Nicaragua Total 


Bananas and plantains 


1960/61 : A 480.8 296.2 240.0 871.0 — 1,888.0 
1961/62 A 412.6 283.6 194.0 959.0 oe 1,849.2 
1962/63 3 F 523.2 284.5 137.0 921.0 — 1,865.7 
1963/64 3 : 505.4 339.0 151.0 885.0 —_ 1,880.4 
1964/65 g é 551.9 340.3 142.0 878.0 —_ 1,912.2 
Coffee 

1960/61 E : 53.1 92.9 98.7 22.8 26.3 293.8 
1961/62 d z 58.0 122.7 100.5 2122 24.8 327.2 
1962/63 : : 53.4 96.6 107.8 27:5 27.7 313.0 
1963/64 s 3 58.8 121.9 100.7 28.6 29.5 339.7 
1964/65 é * 46.4 117.8 93.6 29.6 34.9 3223 
Cotton 

1960/61 12 41.9 20.4 iG) ated 98.0 
1961/62 - : 13 58.6 26.0 3.8 57.0 146.7 
1962/63 : ; 1.5 72.4 52.7 4.2 74.0 204.8 
1963/64 s Q 17 74.8 65.5 4.2 93.7 339.9 
1964/65 3.0 80.4 prs 5.4 105.0 266.5 
Cottonseed 

1960/61 : 2 ee 77.0 35.9 Me) ay he 174.7 
1961/62 : : 2.2 107.9 45.8 6.6 98.4 260.9 
1962/63 . ¢ 2.6 133.1 92.4 aA 127.9 363.1 
1963/64 : : 3.0 186.7 115.1 i pes 161.9 473.9 
1964/65 . : = 200.0 128.1 9.3 181.3 524.0 


Source: ECLA, on the basis of official statistics. ® Provisional figures. 
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rage of 40 per cent in 1961-63 to 18 per cent in 1964. 
the other hand, banana exports rose to a moderate 
ree in 1963 and 1964, but without regaining their 1960 


ol (see tables 85 to 91). Of the export products of 


3. TRADE WITHIN CENTRAL AMERICA 
On the basis of the data available, trade within the 
region can be estimated to have risen at the high rate of 
37 per cent in 1964, amounting to a total value of about 


Table 85. Central America: Quantum of exports of the principal agricultural products, 1960-64 


Product 


Green coffee, total 


Costa Rica . 
El Salvador . 
Guatemala 
Honduras 
Nicaragua 


Cotton, total 
Costa Rica . 
El Salvador . 
Guatemala 
Honduras 
Nicaragua 


Bananas, total 
Costa Rica 
Guatemala 
Honduras 


Fresh meat, total 
Costa Rica 
Guatemala 
Honduras 
Nicaragua 


(Thousands of tons) 


1960 1961 1962 1963 1964% 
248.6 250.1 279.8 296.8 275.8 
46.6 52.0 57.4 54.6 51.2 
84.5 85.5 103.3 OOS 99.5 
80.0 79.0 82.5 98.3 84.1 
15.5 12.6 16.0 20.4 20.0 
22.0 21.0 20.6 24.0 21.0 
69.3 90.2 143.0 185.1 213.9 
30.4 39.6 60.2 65.0 66.6 
11.5 18.1 Pafel! 47.0 57.5 
iNeae 1.0 3.6 4.4 8.0 
27.4 32.5 55.7 (Bs 89.8 
821.8 613.4 746.1 755.2 792.3 
Di Peg 230.1 292.0 261.1 309.6 
189.0 157.6 81.6 156.6 147.7 
360.1 425.7 372.5 337.5 335.0 
13°) 14.4 22.8 30.6 24.8 
73 4.8 3.8 Hel 7.8 
0.1 1.1 4.9 6.0 4.5 
1.7 2.4 4.5 4.9 3.4 
4.4 6.1 9.6 12.6 sil 


Source: ECLA, on the basis of foreign trade 


yearbooks. 


le 86. Central America: Annual changes in the quantum and 
unit value of the main exports 


(Percentage) 


See OO 


be om 


Se ee ee 


Total, three 
main products 


2.4 
1333 
10.2 

regs) 


@ 


—4.5 
ara) 
Sl) 
* A 


Cotton Bananas Coffee 
Quantum 
29.8 0.5 —1,3 
58.6 —11.0 11.0 
SEB 1,7 6.4 
Tell 2.7 =I 
Unit value 
Si, Dal —8.5 
0.1 16.7 — io 
EY) 0.9 =i 
—0.6 —0.6 16.9 


YURCE: ECLA, on the basis of data from International Financial 
ead and International Monetary Fund, Balance of Payments 
‘book. 


Provisional figures. 


er importance, meat exports rose steadily, to reach the 
stantial total figure of 30,500 tons in 1963. However, 
growth seems to have been based partly on excessive 
ighterings, and in 1964 the volume exported fell to 
ut 25,000 tons, because of the decline in the supply 


. 
y' 


ome countries of the area. 


® Provisional figures. 


95 million dollars. In conjunction with the recovery of 
coffee prices and the rise in investment, the increase in 
intra-area trade was one of the main factors in maintain- 
ing Central America’s economic growth rate, despite the 
stagnation of agriculture in most of the countries of the 
area. 

The expansion of the region’s internal trade in 1964 
refiects large increases in the exports of Nicaragua and 
Costa Rica, which acceded to the General Treaty on 
Central American Economic Integration in 1962 and 
1963, respectively, and whose share in regional trade in 
the past had been very small. The value of Costa Rica’s 
exports to the rest of Central America, which had de- 
clined to less than 2 million dollars in 1962, rose to 3.9 
million in 1963 and over 10 million in 1964. Nicaragua’s 
exports to the rest of the region also expanded rapidly, 
although not to the same degree; their total value rose 
from 1.8 million dollars in 1961 to a level of between 
6 million and 7 million in 1964. 

In 1964 the rising trend in the trade in manufactured 
products was maintained, and its total value now repre- 
sents 75 per cent of all intra-area trade. This was due not 
only to the expansion of existing industries, but also to the 
entry into production of plants in new industrial branches 
established on a regional basis. These include two ferti- 
lizer plants, a plant manufacturing welded tubes and metal 
structures, a copper wire and cable plant, and a plant for 
producing raw material for the manufacture of detergents. 


The following plants are now either under construction 
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or the preparatory work for them is at an advanced stage: However, the establishment of new industries, and 
plants for the manufacture of caustic soda, chlorine modernization of the existing industries, is still at 
and insecticides; sulphuric acid; synthetic fibres; sheet initial stage. In particular, preliminary studies are un 
glass; glass containers; electrical appliances, and a second way for large-scale projects for the exploitation of 
plant for the manufacture of motor vehicle tyres. region’s forestry and mining resources. 


Table 87. Guatemala: Value of exports and changes in the quantum and unit value of the main products 


Product 1960 1961 1962 1963 1964 


Value in millions of dollars 


Total . ‘ 3 : ; 115.9 114.0 119.0 154.1 158.0 
Bananas : ; c ; Le: 13.9 9.5 15 9.4 
Coffee . ‘ : : 5 78.6 69.2 68.2 78.1 IPR) 
Cotton Z : 3 : 5.8 10.2 15.4 24.7 232 
Annual percentage change 
Quantum 
Total . . : : ; 5.8 11.6 apes —11.4 
Bananas : : : : —16.6 —48.2 91.9 —21.9 
Coffee . ‘ F ; : —3.4 3.6 —19.7 —22.8 
Cotton ‘ : , : 56.9 48.3 71.9 —9.5 
Unit value 
Total . : j : i —7.0 —6.5 —4.6 TSF 
Bananas : ‘ : : —3.1 31.8 —36.9 4.7 
Coffee . 3 : : : —8.8 —4.8 —4.4 20.0 
Cotton : : ‘ : 12.0 1.8 —6.7 3.8 


Source: ECLA, on the basis of data from cover not only the specified products but all other 
guenaanal Penge peng and Litman export items as well. 

onetary Fund, Balance of Payments Yearbook. a iat 

Note: The total figures in tables 87 to 91 inclusive Fa ovestonsd Searcs 


Table 88. El Salvador: Value of exports and changes in the quantum and unit value of the main products 


Product 1960 1961 1962 1963 1964" 


Value in millions of dollars 


Total . 5 ‘ A A 102.6 118.8 138.9 150.2 178.3 
Coffee . F , - : 81.0 2a 76.0 75.0 93.4 
Cotton 3 : z : 15.8 2153 32.3 37.6 37.1 
Annual percentage change 
Quantum 
Total . B C ; ; 18.1 20.6 9.3 8.3 
Coffee . ; A p ; —3.6 20.8 —3.1 8.0 
Cotton > 3 j ; 30.3 52.0 8.0 200 
Unit value 
Total . 3 : r . —2.0 —3.1 —1.1 9.6 
Coffee . z . i —6.9 —13.2 TT 15.3 
Cotton . 6 P : 3.5 —0.2 7.8 —3.7 


Source: ECLA, on the basis of data from Monetary Fund, Balance of Payments Yearbook. 
International Financial Statistics and International ® Provisional figures. 


A Stupy oF THE REcENT Economic SITUATION IN SELECTED COUNTRIES 


Table 89. Honduras: Value of exports and changes in the quantum and unit value of the main products 


1960 1961 1962 1963 1964" 


Value in millions of dollars 


Total . : ‘ 64.3 74.0 82.5 84.3 94.6 
Coffee, unroasted . : : 11.8 9.0 11.5 14.2 16.7 
Bananas A ‘ p : 28.7 i633) 34.2 32.8 34.2 
Roundwood (conifers) . é 1.8 ley) 1.6 ils) 157 
Sawnwood (conifers) . j 6.3 5.4 SP) 6.7 9.2 
Silver ores $ : - 1.7 2.2 2:3 2.8 3.1 
Maize? 5 3 - 3 1.0 0.5 3.0 1.8 3.6 
Beef cattle . ‘ 1.4 2.0 1.9 1.9 1.6 
Beans . 1.0 1.3 1.8 2.2 2.8 
Annual percentage change 
Quantum 
Total . : , 4 : 15.1 —1.4 —1,2 10.3 
Coffee, unroasted . 3 F —18.6 26.0 29.8 —8.9 
Bananas E ‘ ‘ ‘ 17.4 —10.7 —13.0 55) 
Roundwood (conifers) . - 11.9 —7.9 —20.4 0.7 
Sawnwood (conifers) . 3 —17.1 —12.7 19.0 29.4 
Silver ores . : , , 13.4 —8.6 —10.5 20.6 
Maize . F : ‘ —46.2 325.8 42.3 80.4 
Beef cattle . : : ‘ 36.9 —9.1 —9.9 —17.5 
Beans . 3 ‘ 5 F Pact 12.2 10.9 13.1 
Unit value 
Total . : : : ; — 13.0 3.4 LT, 
Coffee, unroasted . ; : —6.2 1,3 —4.8 29.2 
Bananas F ‘ : 4 —1.2 14.9 10.2 —1.0 
Roundwood (conifers) . 4 —14.6 118} 14.2 12.5 
Sawnwood (conifers) . . she) 9.6 8.8 6.6 
Silver ores . 3 , : 14.8 13:2 36.1 —9.1 
Maize . ; . 4 —1.0 38.9 7.8 9.1 
Beef cattle . 5 ‘ é 3.6 US 10.8 3.3 
Beans . ; , A 10.6 13 AV 12.5 
Source: ECLA, on the basis of official statistics ® Provisional figures. 


and data from the International Monetary Fund. b The bulk of these exports are to Guatemala, 


El Salvador and Nicaragua. 
Table 90. Nicaragua: Value of exports and changes in the quantum and unit value of the main products 


Product 1960 1961 1962 1963 1964* 


Value in millions of dollars 


Total . é z F 56.9 62.2 83.1 100.2 116.9 
Cotton * : és Z 14.7 18.3 31.3 39.8 49.0 
Sesame ;: 3 z ; 25 2.4 2.0 Die 2.2 
Coffee . : : - ‘ 19.2 17.4 15.4 17.4 18.5 
Annual percentage change 
Quantum 
Total 6.2 29.8 PN GUE 10.2 
Cotton 18.6 71.4 31.2 22.8 
Sesame —10.4 —29.7 0.8 6.3 
Coffee . —3.1 —2.2 16.5 —12.5 
Unit value 
Total 74) 29 —1.0 5.8 
Cotton 5.0 —0:2 —3.1 0.3 
Sesame 7A 18.5 9.1 —5.9 
Coffee . —6.5 —9.5 —2.5 21.5 


Source: ECLA, on the basis of data from 
International Financial Statistics and International 


Monetary Fund, Balance of Payments Yearbook. 
® Provisional figures. 
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Table 91. Costa Rica: Value of exports and changes in the quantum and unit value of the main products 


Product 1960 
Total 87.0 
Green coffee 45.4 
Bananas 6 A ; 20.3 
Cocoa beans : A : 5.9 
Total 
Green coffee 
Bananas 


Cocoa beans 


Total 

Green coffee 
Bananas 
Cocoa beans 


1961 1962 1963 


1964 


Value in millions of dollars 


83.3 92.7 93.2 LIZFS: 
44.9 48.4 46.0 48.1 
20.8 26.9 25.8 28.0 
4.8 4.9 4.3 3.7 
Annual percentage change 
Quantum 
=13 10.1 05 14.9 
11.9 9.6 —4.8 —5.8 
—8.7 16.7 —3.1 12.6 
—12.5 15.8 —20.7 —3.3 
Unit value 
—3.0 1d 1.0 5.9 
—11.6 Le —0.1 11.1 
2123 1.9 —1.0 —3.6 
—5.7 —12.0 8.1 —5.7 


Source: ECLA, on the basis of data from 
International Financial Statistics and International 


Monetary Fund, Balance of Payments Yearbook. 
® Provisional figures. 


D. CHILE 


1. GENERAL TRENDS 


Other sections of the present survey dwell at length on 
certain facets of Chile’s economic development.® There- 
fore, attention will be confined here to general economic 
trends and to the shaping of events in 1964. 


It will be seen from table 92 that, following a period of 
dynamic growth in the early fifties, prompted by external 
factors common to the whole region and by internal 
factors associated with the diversification of the structure 
of industry, Chile’s productive system suffered notable 
vicissitudes, registering as a whole an annual growth rate 
of 3.2 per cent in 1953-64, which is equivalent to a rate of 
0.8 per cent for the per capita domestic product and 
income. 


Owing to the fluctuations in the rate of development 
during those twelve years, an over-all evaluation, while 
revealing the slow pace of development, fails to convey 
a clear picture of the successive stages in the process. 
Table 92 shows a marked contraction between 1953 and 
1956, when the domestic product grew by an annual 
average of only 0.3 per cent, which represents a reduction 
of 2.2 per cent if account is taken of the popula- 
tion growth. Contributing to this state of affairs were 
accelerated inflation and the obstacles impeding the 
diversification of manufacturing industry. 


Conditions improved in the two ensuing four-year 
periods, particularly between 1959 and 1962, when the 
domestic product rose at an annual rate of 5.4 per cent. 
Since this more favourable rate implies a recovery with 
respect to the earlier period of weaker growth, the pro- 


8 See chapter VII, and the study of inflationary trends, chapter I, 
section D. 


gress made was actually more modest than the fig 
suggest. In any case, the improvement in exte 
transactions, buttressed by the inflow of credit and 


Table 92. Chile: Growth of total and per capita gross dom 
product and real income 


(Cumulative annual rates of growth) 


Gross Real Gross. R 
Period pee income Population poeeen, ine 
Total Per capita 
1950-53 Sa. 6.0 2.0 Shi 
1953-56. —s 0.3 0.6 2.5 —— si) = 
1956-59" 42 MS) 2.5 Lor 
1959=62)) Os 95:4. 52: 23 =| 
1962-64" . 2.4 Sail 2.4 _— 
1953-64 . 3.1 3.0 2.4 0.7 
1961-62 , 6.5 5.0 2.4 41 
1962-63 - 1a 2.7 2.4 —0.7 
1963-64" 31 3.4 2.4 0.7 


Sources: For 1950-63, basic statistics: Corporacién de Foment 
la Produccién (CORFO), Cuentas Nacionales de Chile, 1958- 
(Santiago, June 1964) and Cuentas Nacionales de Chile, 1940- 
(Santiago, June 1963). 


® Provisional figures. 


relative control of inflationary pressures, were probs 
the factors most influencing this recovery. 


Between 1962 and 1964 the rate of growth slacke 
again, although the see-saw movement which seem: 
characterize Chile’s development process was maintail 
since a recovery is noted in 1964, after a standstil 
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2-63. Table 93 permits a fuller evaluation of the 
ids followed by the gross product and by its basic 
aponents. For example, the rate of investment 
roved notably in 1959-62 compared with earlier 
iods, and subsequently declined sharply, while 1964 
in witnessed a marked recovery. What stands out, 
reover, is the extraordinarily rapid growth of capital 
mation in the building sector in 1959-62, and its 


growth rates of exports and imports, the latter being 
much more rapid. This is consistent with the obvious 
fact that imports are subject to the increasing pressure of 
domestic demand, whereas exports are dependent upon 
world market trends. 

On the other hand, the ratio of exports to imports is 
less marked in periods of slower growth. In 1953-56, for 
instance, the expansion of imports remained well above 


Table 93. Chile: Gross product, consumption and investment 


1950 1953 1956 1959 1960 1961 1962 1963 1964% 
Millions of 1960 escudos 
ss domestic product 3,540.4 4,108.0 4,142.8 4,681.6 4,974.3 5,150.0 5,485.0 5,579.0 5,752.0 
al investment 385.7 505.6 474.4 416.5 535.0 687.0 709.0 704.0 760.0 
ixed investment F 319.1 383.8 410.1 394.4 513.0 664.0 690.0 704.0 760.0 
Machinery and equipment 181.4 202.5 262.2 245.0 308.0 383.0 387.0 430.0 475.0 
Building 137.7 181.3 147.9 149.4 205.0 281.0 303.0 274.0 285.0 
al consumption 3,046.3 3,652.2 3,660.3 4,177.3 4,547.9 4,719.0 4,807.0 4,935.0 5,038.1 
ublic 325.9 459.5 444.7 478.5 510.7 518.0 631.0 556.0 600.0 
rivate . : ‘ ‘ 2,720.4 3,192.7 3,215.6 3,698.8 4,037.2 4,201.0 4,176.0 4,379.0 4,438.1 
orts of goods and services 465.6 353.4 457.6 $51.2 582.3 584.6 658.3 610.1 688.9 
orts of goods and services 357-2, 403.2 449.5 463.4 690.9 840.6 689.3 670.1 735.0 
1950-53 1953-56 1956-59 1959-62 1962-64 1953-64 1961-62 1962-63 1963-64 
Annual rates of growth 
ss domestic product ‘ : Dull 0.3 4.2 5.4 2.4 3.1 6.5 ileg/ Ey | 
al investment 4 : ; 9.4 —2.1 —4.2 19.4 35 3.8 3:2 —0.7 8.0 
ixed investment . A ; 6.3 Dee, —1.3 20.0 4.9 6.4 3.9 2.0 8.0 
Machinery and equipment . 3:7 9.0 —2.2 16.4 10.8 8.1 1.0 Tiel 10.5 
Building. ; 5 : 9.6 —6.5 0.3 27.0 —3.0 4.2 7.8 —9.6 4.0 
alconsumption . ‘ } 6.2 0.1 4.5 4.8 2.4 3.0 1.9 Dat 2.1 
ublic . ‘ 3 . b 127 —1.1 DS 9.6 —2.4 ITS, 21.8 —11.9 ee) 
rivate . : : ‘ : 3.5 0.2 4.8 4.1 31 3.0 —0.6 4.9 1.3 
orts of goods and services —8.8 9.0 6.4 6.1 2.3 6.2 12.6 —7.3 12.9 
orts of goods and services. 4.1 3a 1.0 14.1 3.3 5.6 —18.0 —2.8 97 


9URCES: Data on product, consumption and investment for 1950-63; 
poracion de Fomento de la Produccién (CORFO), Cuentas 
jonales de Chile, 1958-1963 (Santiago, June 1964) and Cuentas 
ionales de Chile, 19490-1962 (Santiago, June 1963), data on exports 


sequent weakening, which is particularly evident in 
2-63, precisely when difficulties connected with the 
emergence of strong inflationary pressures must have 
de themselves felt. 

-ublic consumption fluctuations follow, albeit more 
snsively, the evolution of the gross product. If the 
er expands, so do government operations, but at a 
her rate, as in 1950-53 and 1959-62; if the growth 
> of the product drops, that of public consumption 
> diminishes, but more rapidly. This behaviour 
tern appears to be related both to the probable 
yacity of the public sector to increase its share in the 
rent resources available in times of expansion, and to 
more evident loss of importance in times of soaring 
ces, which in this case are precisely the phases in which 
h a situation occurs. 

Ither significant contrasts are brought to light by a 
dy of export and import trends. Generally speaking, 
periods of relatively dynamic growth such as 1950-53 
1 1959-62 there is a manifest disparity between the 


and imports: ECLA, based on International Monetary Fund (IMF) 
Balance of Payments Yearbook, vols. 8-16. 


® ECLA provisional estimates. 


the growth rate for the product—3.7 per cent annually, 
compared with 0.3 per cent for the product. By contrast, 
the growth of exports was considerably faster, Le., 
9 per cent annually. In view of the structure of Chile’s 
exports, this rise can hardly be ascribed to the curtailing 
of domestic demand prompted by the slackening growth 
rate, since only a small proportion of the main export 
items is consumed or used locally. It is more logically 
attributable to the physiognomy of the external market 
and to other factors linked to economic and over-all 
policy, although the latter do not seem to have been too 
favourable during that stage of acute inflation, over- 
priced currency and political instability. 


The position in 1962-64 is not very enlightening in 
those respects. A comparatively low growth rate (2.4 per 
cent) is accompanied by a low rate for exports (—0.5 per 
cent) and a somewhat higher rate for imports (3.3 per cent). 
In this case, special importance attaches to the supple- 
menting of purchasing power by movements of capital 
(see below table 96). 
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2. SECTORAL BEHAVIOUR PATTERN 


The sectoral breakdown of the gross product (see table 
+) sheds more light on the changes that have taken place 
| the share absorbed by the various sectors and their 
spective rates of growth. 


Attention is drawn to the unsatisfactory long-term 
end followed by the agricultural sector, which is a 
atter of constant concern in studies of Chile’s economy. 
he contraction of its share in the gross product coincides 
ith a very weak growth rate, which persists even in 
sriods when other activities as a whole expanded fairly 
gorously, as, for example, in 1959-62. Notwithstanding 
le fact that conditions for agriculture were relatively 
vourable in 1964, the sector’s growth rate in the latest 
vo-year period could not even keep pace with that of the 
opulation. Only in the first four years of the fifties did 
le agricultural productive system revive. 


Although the evolution of industry has been more 
vourable, it cannot be called satisfactory. The rela- 
vely high growth rate reached between 1950 and 1953 
.8 per cent annually) could not be maintained, even in 
sriods when the general situation was propitious, as in 
)59-62 when the manufacturing sector expanded at the 
ioderate pace of 2 per cent annually. Its evolution has 
sen more dynamic latterly, as shown by the figures for 
461-62 and 1963-64, when the growth rates were 5.7 
id 5 per cent, respectively. Once again, however, owing 
) the unstable nature of over-all and sectoral develop- 
ent, progress was very weak in the intermediate year— 
162-63 the rate being only 2.5 per cent. 


Other sectors of production, such as infrastructural 
rvices, present a more satisfactory evolution, particu- 
tly transport and communications; but this has not 
ifficed to maintain or to improve the position for the 
hole group of activities concerned with the production 
* goods and basic services. Their share in the total 
‘oduct has been reduced from approximately 49 per 
nt in the first half of the fifties to 46 per cent in 1961-64. 


By contrast, attention should be drawn to the greater 
yportance of the services sector (both private and 
iblic), in particular trade and finance, and government. 
he share absorbed by trade and finance rose from about 
| per cent at the beginning of the fifties to just over 27 
ar cent in 1963, at a fairly fast and sustained rate, 
cept in 1953-56. Government services increased from 
6 per cent of the gross product in 1950 to 8.0 per cent in 
163-64, although their growth rate fluctuated more 
idely than that of trade and finance, registering a sharp 
tback in 1963. 


3. EVOLUTION OF EXTERNAL TRANSACTIONS 


The recent evolution of the external sector was not 
favourable. Indeed, after a sharp decline in 1958, the 
irchasing power of exports, in terms of dollars at 
mstant prices, climbed rapidly up to 1960, thence 
velling out and once again improving in 1964 (see table 
} and figure XIV). This trend is attributable both to the 
crease in the volume of exports and to the terms of 
ade, the Jatter being the most powerful influence in the 
st two years. Also noteworthy is the increase in the 
ume of imports of goods and services, which, even 
ter the 1962 setback, continued at an exceptionally 


high level in relation not only to the fifties, but also to the 
two earlier decades. 


There was also a manifest disparity between the levels 
attained by exports and imports, as reflected by the 
magnitude of the negative balances on current account 


Figure XIV. Chile: Evolution of the gross product, real income and 
the external sector 


(A) GROSS PRODUCT AND REAL INCOME 
ee (Index: 1950 = 100) 
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Source: ECLA, on the basis of official statistics and International 
Monetary Fund publications. 


in the balance of payments. The deficit increased five- 
fold between 1959 and 1960, and in 1961 it doubled with 
respect to the previous year, which gave rise to the critical 
balance-of-payments position analysed in chapter VII. 
The situation began to improve in 1962, but the deficit 
was still considerable, exceeding that recorded in any 
year prior to 1959. 


Up to 1958 net external financing equivalent to the 
balance on current account was utilized to offset the 
variations in the purchasing power of exports; in other 
words, it diminished when the purchasing power in- 
creased, and vice versa. But from 1959 onwards, it 
expanded at the same time as purchasing power, and in 
1961 became independent of the latter, permitting the 
substantial expansion of imports during that year. In the 
last few years, external financing has dropped steadily, 
falling to 119 million dollars in 1964, which coincided with 
an improvement in the purchasing power of exports (see 
again figure XIV). 

Other significant features of the behaviour of the ex- 
ternal sector may be noted in table 96, in terms of current 


96 
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dollars, and illustrate, above all, the more favourable 
position prevailing in 1964. That year marks a rise in the 
value of exports concurrently with a net inflow of autono- 
mous capital of over 100 million dollars, deriving from 


an increment in Chile’s total capacity to import. Sin 
moreover, imports grew at a slower pace, the compen 
tory financing utilized seems to be lower than in previc 
years. 


Table 95. Chile: Evolution of the external sector 
(Millions of 1950 dollars) 


Volume of ie of ee Net ods Balance 

Year See lptie of ied exports of external nee on : 

vial. wlnrapeed Taken Ooo | aoe 

trade to 1950 trade trade) 

1950 303.2 _ 303.2 58.1 257-9 —12.8 
1953 230.0 +473 21s 35.8 291.0 —49.5 
1956 298.0 + 84.3 382.3 76.4 324.3 —18.4 
1959 359.0 —5.7 353.3 44.9 333.4 —25.0 
1960 SY +51.6 430.8 57.6 499.0 —125.8 
1961 381.2 + 46.1 427.3 70.7 606.4 —249.8 
1962 427.5 +8.9 436.4 135 498.7 —135.8 
1963 3971 +33.7 430.8 76.3 483.2 —128.7 
1964 448.8 +49.6 498.4 87.1 529.8 elites) 


Sources: ECLA, on the basis of foreign trade statistics and International Monetary Fund (IMF), 


Balance of Payments Yearbook, vols. 8 to 16. 


Table 96. Chile: Total purchasing power and imports of goods and services 
(Millions of dollars) 


Total purchasing power 


Annual Exports i _ Net An OTA On ee 

by Tourist remtnae en Flow and Sub-total ltl Total - and 7 Bala 

PURE Conds PERN Taint lal | cau ba omibsion wr 

income) payments loans 

1951-55 414.4 5.3 419.7 2312 —61.8 —3.6 STIS =5:0 372.3 —371:8 
1956-60 435.3 11.4 446.7 68.5 — 66.6 —F:2 441.4 —1.8 439.6 —462.4 = 
1960 478.7 33.9 512.6 87.4 —68.5 —17.8 S13 a +17.2 530.9 —593.8 —6 
1961 442.9 35.7 478.6 218.3 =—79.2 —9.4 608.3 —49.9 558.4 —679.2 —12 
1962 483.0 40.6 523.6 188.5 —88.2 —6,.7 617.2 —45.3 571.9 —598.4 =a 
19638 486.4 PANE) 508.3 09%3 —90.0 —40.6 477.0 +23.0 500.0 —570.2> —7 
1964¢ 590.0 28.0 618.0 117.8 —108.0 +49.7 —657.0 


Source: ECLA, on the basis of International Monetary Fund, 
Balance of Payments Yearbook, vols. 8 to 16. 


® Provisional figures. 


> These figures have been adjusted, since they included operation’ 
respect of imports not actually effected that year. 


© Estimates. 


E. MEXICO 


1. EVOLUTION OF THE MEXICAN ECONOMY IN 1964 


The factors that have been stimulating the Mexican 
economy since mid-1962 were reinforced in 1964 by the 
excellent harvests. Coupled with the intensification of 
private investment, this gave great impetus to nearly all 
the sectors of production. According to provisional 
estimates, the gross domestic product increased by 10 per 
cent in real terms, as against 6 per cent in 1963 and 5 per 
cent in 1962 (see table 97 and figure XV). The growth of 
teal income was even faster, as a result of the improve- 
ment in the terms of trade which brought about a rise in 
export prices. Consequently, real per capita income went 
up by over 7 per cent in 1964, or more than twice the 1963 
rate. 


In 1964, external demand continued to stimul: 
economic activities even more intensively than in 1 
preceding three-year period; the value of exports 
goods rose by 8.7 per cent—compared with 4.8 per ct 
in 1963—owing mainly to the improvement in exp 
prices (see tables 98 and 99). 

But the extraordinarily vigorous expansion which to 
place in 1964 was due above all to internal factors, 
particular to the notable growth of agricultural prodi 
tion, which is estimated at about 8 per cent. The grow 
of the rural population’s purchasing power was due al 
to the increases in the minimum wage and in the supps 
prices of maize, which is the staple item of domes 
consumption. In the industrial sector the followi 
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tors did much to increase domestic demand: (a) the barely shown some signs of recovery in 1963—soared by 


‘ision of labour contracts in most branches of industry, 25 per cent in real terms. Thus, there was a reversal of the 
ich entailed an average increase of 10 per cent in the trend followed in the preceding three-year period, when 
rkers’ wages; (5) the rise in the minimum wage; and public investment had constituted one of the chief props 


Table 97. Mexico: Product and income, 1960-64 


Millions of 1950 pesos Annual rates of growth 
1960 1961 1962 1963 1964 1961 1962 1963 1964* 
Gross product . 5 é F 74,317 76,927 80,742 85,829 94,412 3.5 5.0 6.3 10.0 
Effect of the terms of trade with 
respect to 1950 . : 5 —1,982 —1,747 —2,352 —1,449 —1,165 
Gross income (1+2) . , ; IPABIES 75,180 78,390 84,380 93,247 3.9 4.3 7.6 10.5 
Total gross investment in fixed 
capital . f ¥ a 3 11,207 11,285 11,299 12,720 15,010 0.7 0.1 12.6 18.0 
Private . 3 A s A 7,083 6,422 6,366 6,443 8,040 —9,3 —0.9 12 24.8 
Public  . % - . 3 4,124 4,863 4,933 6,277 6,970 17.9 1.4 27.2 11.0 
Sectoral product: 
Agriculture and livestock» ‘j 14,018 14,416 15,175 15,497 16,442 2.8 5.3 25h 6.1 
Mining . , - 5 F 1,648 1,579 1,599 1,655 1,680 —44 13 3:5 15 
Petroleum and petroleum products 2,346 2,619 2,622 2,827 3,081 11.4 1.9 6.2 9.0 
Energy . 5 ‘ A é 898 983 1,047 1,148 1,319 9.5 6.5 9.6 14,9 
Manufacturing industry . 3 17,116 17,726 18,862 20,597 23,378 3.6 6.4 9.2 13.5 
Building . ‘ : ‘ 2,595 2,620 2,649 3,065 3,586 1.0 1.1 15.7 17.0 
Trade F F 5 - <i 19,167 19,780 20,769 22,077 24,417 322) 5.0 6.3 10.6 
Transport . A A 3 3,638 3,664 3,671 3,829 4,059 0.7 0.2 4.3 6.0 
Government . 3 3 : 1,985 2,129 2,264 2,382 2,620 3 0.3 ee 10.0 
Other sectors . A a : 10,906 11,417 12,044 12,803 13,830 4.7 SEP) 6,3 7.8 
OURCE: Gross product: Bank of Mexico; gross investment: ECLA, @ Provisional estimates. 
the basis of official statistics. b Including forestry and fisheries. 
Table 98. Mexico: Value of exports of goods, 1960-64 
(Millions of dollars) 
Product 1960 1961 1962 1963 1964 
Cotton 3 ts : 157.9 159.9 218.3 195.6 170.1 
Coffee : ‘ : . ahleeh TANT 70.1 49.1 94.5 
Sugar . ; F 52.9. 68.7 43.4 59.6 76.8 
Cattle < ‘ : : 33.2 42.1 53.2 40.2 23.2 
Shrimps. 5 : 3 34.1 43.7 46.0 51.7 55.4 
Tomatoes . 3 - ‘ 23:5 14.1 20.2 24.5 34.1 
Lead . ‘ : ‘ ; 33.7 37.1 25:7, 20:5 20.6 
Zine . : A ‘ : 29.5 27.4 28.3 29.8 41.6 
Copper ‘ s - : 25.8 19.0 24.4 22S) 14.6 
Sulphur ; 3 F { 28.2 29.1 30.3 34.3 37.6 
Fuel oil and diesel oil . ; 12.0 16.8 16.9 16.2 15.8 
Manufactured products é 81.9 100.0 105.7 131.2 a 
Other products . Z Z 191.1 209.7 258.1 303.7 
TOLAU ATT 839.3 940.6 985.9 1,071.3 


Source: ECLA, on the basis of data obtained and the International Monetary Fund. 


from the Statistics Department, the Bank of Mexico @ Provisional figures. 
participation by the workers in the profits of enter- of economic activity. Public investment expenditure, 
ses, as decreed at the end of 1963.° however, continued to grow rapidly in 1964 (by 11 per 


cent), thereby contributing to the increase of about 18 
per cent in total fixed investment with respect to 1963 
(see again table 97). 

é ye s-arpes’ f é There are no data available on the structure of private 
Their total share is estimated at 900 million pesos in 1964. investment, but the figures for imports of capital goods 
ce SS nivane, by appionmiately 2 Pe indicate that the largest increment in 1964 occurred in the 


t, and for rural workers by about 24 per cent (see Informe | ‘ . 
sidencial, September 1964). manufacturing sector, whose production capacity was 


ncouraged by the expansion of demand for consumer 
1 production goods, private investment—which had 
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Figure XV. Mexico: Evolution of the gross product, real income and 
the external sector 
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Source: ECLA, on the basis of official statistics and Internationa 
Monetary Fund publications. 


the rapid growth of demand generated by the ve 
expansion of the manufacturing sector, as well as 
building activities (17 per cent) and, also, of agricult 
and the basic transport and energy sectors. 

In this connexion, the exceptional increase in priv: 
investment in 1964 is partly attributable to the initiati 
of projects which, for one reason or another, had be 
deferred in 1961-63. During that three-year peric 
investment in the private sector remained below the le 
reached in 1960, despite the stimulus provided by 1 
growing external demand and the State’s compensate 
action through the public investment plan for 1962- 
(Immediate Action Plan). For example, in line with fl 
plan—and on the basis of surveys carried out in 1962- 
was estimated that new investment in the manufactur: 
sector during the three years 1962-64 might well amot 
to 16,000 million pesos, earmarked largely for st 
dynamic industries as steelmaking, metal transformi 
chemicals, and electrical appliances and equipme 
Towards the end of the period covered by the plan it y 
calculated that projects totalling 12,320 million pesos f 
been completed or begun. Over two-thirds of that si 
(8,300 million pesos) represented projects initiated 
1964.19 


During the last year of the period, too, there wa 
parallel though less intensive, acceleration of investm 
in agriculture, housing construction and other sectors 
the economy. The process was further encouraged by 
credit policy aimed at channelling larger resources fr 
the banking sector into private activities and by inv 
ment in State-owned enterprises. Thus, of the he 
increase in total bank financing in 1964 (12,260 mill 
pesos), the largest proportion (8,591 million) represen 


Table 99. Mexico: Annual variations in the quantum and unit value of exports, 1960-64 


(Percentages) 
Quantum Unit value 
Product 
1961 1962 1963 1964* 1961 1962 1963 1964% 
Cotton . A 1.3 39.3 —13.0 —13.0 5.0 —2.0 29 —0.1 
Coffee % : 74 2.3 —27.1 51.4 —7.0 —4.4 —3.9 26.9 
Sugar . , “ 25.4 —37.1 10.4 32.9 355 0.2 24.4 —3.2 
Cattle . z A 38.9 39.6 27.8 35.4 8.7 —9.3 —4.4 —10.8 
Shrimps i : 13.4 —5.0 —0.1 —7.4 13.0 10.8 125 AST 
Tomatoes : yoo 42.6 3.8 8.2 —8.3 0.9 17.0 28.5 
ead 5 : 17.0 —20.7 eS —24.8 —5.5 —11.1 32) TS 
Zinc : ke A 0.4 15.7 6.0 6.5 —7.4 —10.9 —0.4 29.2 
Copper . - . —32.3 20.3 —14.1 —31.1 8.8 6.5 7.6 —6.3 
Sulphur ‘ —7.9 15.2 13.2 22.2 12.0 —9.6 —0.2 —10.2 
Fuel oil and diesel oi 26.2 41.5 =—1.5 —2.1 10.9 —4.6 —2.6 0.1 
TOTAL 5.4 16.6 —2.2 1.2 2.8 —3.4 8.3 5.8 


Source: ECLA, on the basis of data obtained 
from the Statistics Department and the Bank of 


subjected to strong pressures, especially in the industries 
producing capital goods and intermediate products. 
Consequently, many enterprises which had postponed 
their expansion plans in earlier years, were faced with a 
shortage of installed capacity in 1964. This was particu- 
larly evident in the industries producing capital goods, 
building materials, chemicals and fertilizers, as a result of 


Mexico. 


® Provisional estimates. 


an increment in credit channelled to enterprises % 
private persons, especially into industrial activities | 
table 100). 

The Bank of Mexico substantially increased its loan 
the public sector for the financing of investment. Bu 


0 See Informe Presidencial, September 1964. 
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Table 100. Mexico: Destination of bank financing, variations in security holdings and credit balances, 


| 1961-64 
: (Millions of pesos) 
1961 196 2% 1963 1964 
Total financing . ‘ ‘ 5 . 6,276 7,264 7,976 12,260 
Channelled to enterprises and private persons . 6,443 7,126 4,631 8,591 
Securities 4 F i 2 é ‘ 628 670 483 711 
Credit . , ‘ ‘ : 3 F 5,815 6,456 4,148 7,880 
Into trade . ‘ ; : : : ; 1,024 (209) 1,339 1,915 
Into production . ‘ : 5 é 4,791 (6,382) 2,809 5,965 
Industry ‘ : ; ; 3,995 (5,442) 1,960 4,941 
Agriculture and livestock 5 ; ‘ 781 (778) 876 1,004 
Mining . F 7 ; : 5 : 15 (162) —27 20 
To the Federal Government . 5 5 j —168 137 3,345 3,669 
Securities ; : 2 ; 5 : —BB 123 1,637 5,585 
Credit . ‘ é : ‘ A : —95 14 1,708 —1,916 


Source: Bank of Mexico annual reports, 1961-64. the total, which was revised at a later date. 


4 The figures in brackets appear as provisional in b Provisional figures. 
the 1962 report and their sum does not agree with 


Table 101. Mexico: Actual Federal Government income and expenditure, and total public sector 
investment, 1960-64 


(Millions of pesos) 
Type of income or expenditure 1960 1961 1962 1963 1964" 
Income 
1. Income tax . : F 3,628 4,070 4,724 5,458 7,338 
2. Production and trade taxes ; A 1,314 1,532 1,802 1,902 2,316 
3. Tax on commercial income . < 1,102 1,286 1,449 1,532 1,835 
4. Import taxes : < : s 1,753 1,641 1,688 1,850 2,354 
5. Export taxes Z 932 807 863 872 635 
6. Taxes on the development of natural 
resources , ; 3 5 261 296 239 258 281 
7. Other income . . “ 1,977 1,604 2,064 2,685 2,298 
8. Total income expenditure : a 10,967 11,236 12,830 14,557 17,057 
9. Current expenditure . 8,000 9,397 10,824 12,018 13,914 
10. Balance on current account — 9). 2,967 1,839 2,006 2,539 3,143 
11. Investment expenditure é ji 4,143 3,532 3,589 4,200 4,863 
12. Total expenditure (9+11) . i 12,143 12,929 14,413 16,218 18,778 
13. Budget deficit (8—12) . . . —1,176 —1,693 —1,584 —1,661 —1,721 
Public sector investment» 
14. Agriculture f F 580 953 818 1,415 
15. Transport and communications 3 3,014 2,801 3,119 3,397 
16. Electric energy . : : % 1,455 2,518 2,291 1,760 
17. Petroleum . : ; : : 1,046 1,805 1,594 2,001 
18. Other sectors® . : f : 2,281 2,295 3,001 5,248 sae 
19. Total . p ‘ ‘ , 2 8,376 10,372 10,823 13,821 16,000 
Sources: Federal Government income and ® Provisional figures. 
expenditure: 1960-62, Bank of Mexico annual b Including investment of the Federal Government 


reports; 1963-64, Ministry of Finance and Public (j her li i 

Credit. Public sector investment: 1960-63, Office Gem Ei aecieel ee SAIOr, ABCHRIES EACEDE 
of The President of Mexico, México, Inversidén © Mainl bli k d ‘ali t t 
Publica Federal, Mexico, 1964, table 12, p. 119; BUY PUDUCWOXKS ANG SOCaE IAVeSUNERE. 
1964, Informe Presidencial. 
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Se ee ee ee ee eee eee 
the same time, with a view to reducing internal inflation- other sectors by 430.4 million pesos. Even so, the me 
ary pressures, the Bank largely counterbalanced the of payment had risen towards the end of 1964 by ab 
impact of such financing on the primary supply of money 20 per cent over and above the previous year’s level, ; 


Table 102. Mexico: Price and cost-of-living indexes for workers in Mexico City, 1957-64 
(1954 = 100) 


Wholesale prices 


Food Workers’ 
Year Over-all Consumer Production costs cost of 
index goods goods living 
1957 2 é 3 125.2 PATES} 122.4 129.3 128.7 
1958 ‘ : 130.3 134.6 124.3 142.9 143.5 
1959 3 5 : 131.0 134.7 126.0 147.8 146.4 
1960. 3 : 137.5 139.8 134.3 ISU 155.0 
1961 é : : 138.8 141.1 135.6 157.1 156.4 
1962 141.3 145.6 135.4 157:2 157.8 
1963 : ; : 142.1 145.2 137.8 156.6 1593 
1964. 5 a 148.1 151.9 142.7 163.8 164.2 


Source: Wholesale prices and food costs: Bank of Mexico; workers’ cost of living: Ministry of Industry 
and Trade. 


Table 103. Mexico: Balance of payments, 1960-64 
(Millions of dollars) 


1960 1961 1962 1963 1964 
Current account 

I. Total exports of goods and the tourist 
trade . 3 : P A y 1,299.2 1,396.0 1,525.9 1,642.4 1,773.6 
(a) Exports of goods (f.0.b.) : 7717.9 839.3 940.6 905.9 1,071.3 
(6) Tourist trade (gross inflow)* 5 521.3 556.7 585.3 656.5 702.3 
II. Total imports of goods and services . —1,415.7 —1,400.6 —1,422.9 —1,535.9 —1,862.2 
(a) Imports of goods (f.0.b.) .. . —1,144.9 —1,098.7 —1,103.0 —1,196.3 —1,440.7 
(6) Net services 2 6 é A —21.3 —29.1 —40.6 —35.8 —42.7 
(c) Tourist trade (net outflow)? . ; —249.5 —272.8 —279.3 —303.8 —378.8 
Ill. Net inflow of foreign investment ; —206.4 —209.0 —225.5 —237.4 — 304.5 
IV. Balance on current account 4 . —322.9 —213.6 —122.5 —130.9 —393.1 


Capital account 
I. Net foreign funds ‘ 5 ; +194.2 +4060 +2310 +4357.5 + 700.3 
(a) Foreign non-compensatory funds . +189.4 + 363.8 +269.9 + 360.4 +696.5 


(1) Net direct investment . F —38.1 +119.3 +129.6 +118.5 +150.0 
(2) Net long-term loans : - +176.2 +180.5 +118.9 +119.2 +371.9 
i. Gross loans A F : 340.1 340.9 352.5 322.2 688.1 
ii. Amortizations . j é 163.9 160.4 233.6 203.0 316.2 
(3) Others (net) . ‘ F ; +51.3 + 64.0 +21.4 4122.7 +174.6 
(b) Net foreign compensatory funds . +4.8 +42.2 —38.9 —2.9 +3.8 
(1) Monetary authorities liabilities +4.8 —2.8 +6.1 —2.9 +3.8 
(2) Net position with International 
Monetary Fund . ‘ 2 — +45.0 —45.0 _ —_ 
II. Net domestic non-compensatory funds 
(long and short-term assets) . : +12.9 —54.3 — 64.1 —86.3 —126.0 
III. Errors and omissions ; . 7 + 100.3 —122.8 —74.8 —20.2 —133.0 
IV. Movement of gross gold and foreign 
exchange reserves (—increase) - +15.5 —15.3 +30.4 —120.1 —48.2 
Source: International Monetary Fund, Balance 4 Includes border trade. 
of Payments Yearbook, vol. 16. 
by granting loans and selling public securities through the result mainly of the expansion of credit accorded 
banking system and other financing institutions. Thus, current account and savings banks. 


the net financing channelled by the Bank of Mexico to the ee 
Government went up by only 150.6 million pesos, and to 11 See Bank of Mexico, Informe Anual 1964, pp. 22-23. 
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Concomitantly, fiscal policy was aimed at mitigating the 
essures stemming from the swift expansion of domestic 
mand. Thanks to the reforms instituted in 1962, and to 
ministrative improvements, income tax returns con- 
jued to grow at an accelerated pace (by 35 per cent), 
aching a level of 7,338 million pesos in 1964. Other 
x receipts increased more slowly, however, and export 
ities dropped considerably as a result of the smaller 
lume of exports of cotton and certain mining products. 
any case, fiscal income as a whole rose by 17 per cent, 
1ich exceeded the growth rate of the product at current 
ices. In this way, Federal Government savings in- 
sased by over 600 million pesos with respect to the 1963 
jel, and the budget deficit went up by only 60 million 
sos, despite the considerable increment in capital 
penditure (see table 101). 

The rapid growth of domestic demand was not without 
effect on price levels. Prices rose by a little over 4 per 
nt, interrupting the trend towards stabilization noted in 
tlier years (see table 102). The price increases in 1964 
ty be regarded as moderate, if the pressure on costs 
nerated by the rise in salaries and wages is also taken 
0 account. That prices did not climb more rapidly 
ist be ascribed to the wide margin of idle capacity in 
exico’s consumer goods industries, which enabled the 
sater demand for such goods to be met in 1964, and in 
tticular, to the larger food supplies resulting from the 
mper harvest that year. 

As regards heavy industry, the pressures on domestic 
pply were mitigated by the substantial growth of 
ports, whose total value rose by 21 per cent owing, 
ove; all, to the larger purchases of raw materials, inter- 
sdiate products and capital goods. This, coupled with 
¢ marked increase in remittances abroad in respect of 
ofits and interest, prompted a serious increase in the 
lance-of-payments deficit with respect to 1963 notwith- 
nding the larger foreign exchange earnings (see table 
3). However, the net long-term capital inflows— 
unly in the form of loans, which represented a three- 
ld increase over 1962 and 1963—were sufficient to 
ance the deficit on current account, and even to increase 
> official gold and foreign exchange reserves. 


2. FOREIGN TRADE AND BALANCE OF PAYMENTS 
(a) Exports 

Mexico’s exports in 1964 amounted to 1,071 million 
lars, 8.7 per cent higher than in 1963. This mainly 
lects the rise in average export prices, since the volume 
exports was only 2.9 per cent larger than in 1963 (see 
ain tables 98 and 99). ; 
However, price increases were confined to a few (coffee, 
id, zinc, shrimps and some lesser agricultural com- 
dities). Further, the external demand for cotton 
ided to weaken, and even more so for cattle and meat. 
ie foregoing considerations, combined with the inelas- 
ity of supply in respect of certain mining products, 
plains the fact that the increase in the total volume of 
ports was only slight. 

Conditions were exceptionally favourable in the case of 
ffee, inasmuch as the unusually good 1963/64 harvest 
/4,000 tons) coincided with diminished world supplies 
this commodity. Thus exports rose to some 100,600 
ns in 1964, as against 66,600 tons the previous year. The 
table rise in prices (26.9 per cent) also helped to in- 


crease the total value of exports from 49.1 million dollars 
to 94.5 million dollars. The 1964/65 harvest is expected 
to be slightly smaller in volume, but will easily cover the 
quota of 95,000 tons allocated to Mexico under the 
International Coffee Agreement. 


Cotton exports, on the other hand, were curtailed 
mainly by the lesser demand in Western Europe, particu- 
larly in the Federal Republic of Germany and Italy, 
because of the stagnation of textile production in those 
countries. Although a large proportion of the available 
surpluses were sold to other countries (Chile, Japan, 
mainland China and Uruguay), Mexico’s volume of 
exports in 1964 (319,300 tons) shrank by 13 per cent with 
respect to 1963. Since prices remained fairly steady, the 
drop in the value of exports (from 195.6 to 170.1 million 
dollars) was due almost exclusively to the smaller 
volume of sales. In view of the steep rise in production 
in 1964/65, together with the recovery of the European 
market, sales are expected to expand substantially in 
1965, although prices were tending to weaken at the 
beginning of the year. 


Even more marked was the drop in the value of cattle 
and meat exports—from 70 million dollars to 41.5 
million dollars—as determined by the lesser demand on 
the United States market. This decline is largely a 
reflection of the smaller volume of sales, in line with the 
voluntary agreement with the Government of the United 
States to restrict exports to that country in view of the 
excessive supplies there. On the other hand, the United 
States market absorbed most of Mexico’s sugar exports, 
which in 1964 increased by over 90,000 tons to a total of 
about 486,000 tons. This served to attenuate the effect of 
the fall in prices on the so-called world “free market’’, to 
which less than 60,000 tons were exported. Consequently, 
average sugar export prices dropped by only 3 per cent, 
and the increase in their total value (from 59.6 million 
dollars to 76.8 million dollars) was primarily attributable 
to the larger volume exported. Prospects for 1965 were 
less favourable, however, in view of the surplus world 
supply. Moreover, the expansion of output in 1964/65— 
prompted by the high prices paid in previous years— 
caused Mexico’s supplies of sugar for export in 1965 to 
rise to no less than 700,000 tons. 


As regards mining products, exports in 1964 were 
limited mainly by the supply position, with the exception 
of sulphur exports which pursued their vigorous rate of 
growth (22 per cent), thereby more than compensating for 
the drop in prices. By contrast, the volume of lead and 
copper exports declined notably, while zinc exports went 
up by only 6.5 per cent; hence the combined value of ex- 
ports of the three ores (76.8 million dollars) fell by 3 
million dollars with respect to 1963, despite the consider- 
able improvement in lead and zinc prices. 


Average prices of copper exports dropped by 6 per 
cent, But here again the reduction in the quantum of ex- 
ports (31 per cent) is attributable to the inelasticity of 
production, which declined by 6 per cent in 1964. Asa 
result of this, and of the rapid growth of domestic con- 
sumption—which at present absorbs over 70 per cent of 
domestic output—copper exports have been of somewhat 
marginal significance in recent years. 

The expansion of domestic demand also tended to cur- 
tail exports of manufactured goods, which had increased 
at an accelerated pace over the past few years, reaching a 
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total value of 131 million dollars in 1963. The figures 
available for the first nine months of 1964 indicate that the 
total value of exports of manufactures dropped by about 
10 per cent with respect to 1963. 


Lastly, it should be noted that, in spite of the heavier 
pressure of domestic consumption on local supplies, 
Mexico’s exports to the countries members of the Latin 
American Free-Trade Association (ALALC)—consisting 
largely of manufactured products—continued to increase 
at an accelerated rate (27 per cent), attaining a total value 
of 33.1 million dollars in 1964. 


(b) Imports 

The growth of domestic demand, especially for produc- 
tion goods, gave rise in 1964 to a substantial increase in 
imports of merchandise, whose total f.0.b. value rose to 
about 1,440 million dollars, or 20 per cent higher than the 
1963 level. This corresponds to a 19 per cent rise in the 
quantum of imports, since import prices went up by an 
average of only 2 per cent. 


Larger purchases of raw materials and intermediate 
goods (15 per cent) and capital goods (31 per cent) were 
responsible for the increment in the total value of imports. 
The increase in purchases of industrial machinery and 
equipment was particularly notable, their value being 
about 50 per cent higher than in 1963. Equally important 
were the increments in imports of agricultural tractors, 
and in road and rail transport material and equipment. 


By contrast, the value of imports of consumer goods 
rose by less than 3 per cent. However, this reflects a sharp 
decline in food imports as a result of the virtual elimina- 
tion of maize purchases, which in 1963 had amounted to 
some 470,000 tons. On the other hand, the value of im- 
ports of durable consumer goods increased by about 
25 per cent, mainly because of the larger purchases of 
private cars. 


(c) The balance of payments 


The net income obtained from the tourist trade remain- 
ed at a fairly high level in 1964 (see again table 103), 
although purchases made by foreign visitors in the border 
areas included in the total increased more slowly. Thus, 
the total growth of foreign exchange earnings was due 
entirely to exports of goods. Current capacity to import 
rose to a total of 1,770 million dollars, or by 8 per cent, 
with respect to 1963. In view of the considerable expan- 
sion of imports of goods and services, and of profit and 
interest remittances, the balance of payments reflected a 
deficit on current account of about 390 million dollars, as 
against 131 million dollars the previous year. Long-term 
gross capital inflows, however, reached an unprecedented 
level, estimated at some 840 million dollars, of which 60 
million represented the proceeds of two bond issues placed 
on the United States financial market, 150 million were 
direct foreign investments, and the remainder—about 630 
million dollars—consisted mainly of official long-term 
credits. This unusual capital inflow made it possible to 
finance the deficit on current account and to amortize the 
external debt, which amounted to over 300 million dollars, 
and at the same time to increase the net official gold and 
foreign exchange reserves by nearly 50 million dollars, to a 
total of 503.4 million dollars at the end of 1964 (see again 
table 103). 


3. PRODUCTION 

The Mexican economy responded vigorously in 1964 
the incentives provided by the external sector and by t 
steep increase in investment, in addition to the oth 
factors reviewed above which influenced the expansion 
domestic demand for consumer and production goot 
All sectors except mining achieved high rates of econon 
growth, particularly building and the manufacturi 
industries, whose production capacity was in many cai 
being fully utilized (see again table 97). 

Manufacturing output went up by 13.5 per cent, 
against 9.2 per cent in 1963 (see table 104). In contr 
with the trend followed in previous years, when consur 
goods industries had expanded less vigorously, the pt 
duction of this type of goods increased by 13 per cent 
1964, reflecting similar, or even higher, rates for the mar 
facture of textiles, beer, foodstuffs and electrical apy 
ances. The boom in these industries was due to t 
greater purchasing power of the bulk of the populatic 
thanks to the growth of real income in the rural sector a 
to the high level of employment in building, as well as 
salary and wage increases and other measures for t 
redistribution of income. 


Even greater pressure was exerted on industries p 
ducing intermediate and capital goods, whose producti 
levels rose by about 14 per cent under the stimulus p: 
vided by the growth of investment, of building activit 
and of the demand for agricultural inputs. 


The steel industry’s output in 1964 came very close to 
installed capacity, the production of steel climbing to‘ 
million tons (by 15 per cent) and that of pig iron to” 
million tons (13 per cent). Mexico’s total output of roll 
products climbed by over 20 per cent to a total of 
million tons. Thus it was possible to satisfy over 96 ] 
cent of the domestic consumption of these products; t 
at the same time it entailed a reduction of 71,000 tons 
exports, which had reached a fairly high level in 1963 ( 
table 105). Moreover, imports of steel products increas 
appreciably—to a total of 206,000 tons—as a result p 
marily of larger purchases of rails for railway tra 
Owing to the insufficient installed capacity for 1 
production of pig iron, imports of scrap also went 
substantially in 1964, reaching a total of 970,000 tons. 


The rapid growth of demand for iron and steel produ 
in recent years has caused the industry to expedite its | 
pansion plans. The projects now under way are expect 
to be finished by 1967 and will raise Mexico’s producti 
capacity from 1 to 1.9 million tons of blast furnace j 
iron; from 1.4 to 3.9 million tons of steel and from 2.2 
2.8 million tons of flat products and shapes.7® i 


The expansion of building activities gave rise to ht 
increments in the production of cement (18 per cent) a 
of sheet glass, which rose by about 40 per cent with t 
entry into operation of a new plant towards the end 
1963. The growth of production capacity in recent yes 
also made it possible to meet the rapidly increasing lot 
demand for fertilizers, pulp and paper, caustic soda a 
man-made fibres, a moderate rate of growth being obse: 
able only in the case of sulphuric acid (see again table 10 
In all these branches of industry—except man-ma 


12 See Steel Industry Programming Committee, Programacién. 
desarrollo de la industria de aceros comunes laminados, M 
November 1964, table 7. 
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Table 104. Mexico: Index of manufacturing production and volume in selected sectors, 1961-64 


(Thousands of tons) 
Percentage increase 
1961 1962 1963 19642 eens 
1963/62 1964/63 
Index of manufacturing production 
(1950 = 100) * 3 F - 210.1 233.6 244.2 277.2 9.2 13.5 
Volume 
Pig iron and sponge iron ; : 932 967 1,003 1,333 3.7 13.0 
Steel ingots 4 5 F . 1,693 1,710 2,020 2,320 18.1 14.9 
Cement F . 2,984 3,266 3,680 4,339 1257 17.9 
Sheet glass (thousands of m?) . 8,500 9,500 8,300 GIES 77 —12.6 39.5 
Sulphuric acid . : 5 P 276 339 390 406 15.0 4.1 
Caustic soda : 71 83 90 98 8.4 8.9 
Nitrogenous fertilizers (in nutrients) 54 i&: 91 128 24.7 40.7 
Pulp and paper . ; E { 266 285 304 357 6.7 17.4 
Paper and paperboard . : 3 424 459 505 579 10.0 14.7 
Man-made fibres . : ; 24 25 29 35 16.0 20.7 
Wheels (thousands of units) . . 2,078 2,395 2,666 3,112 11.3 16.7 
Cotton and rayon textiles . A 119 121 127 143 5.0 13.0 
Beer (millions of litres) f ; 840 858 849 1,021 —1.0 20.3 
Vegetable oils. ‘ a ‘ in 291 306 321 By? 4.9 
Sugar 4 ‘ : : ee 1,387 1,427 1,618 1,815 13.4 12.2 
Source: Manufacturing production index: Bank ®ECLA, provisional figures on the basis of 
of Mexico; volume: Nacional Financiera annual official data and information supplied directly by 
reports, 1962 and 1963. the producers’ associations. 


Table 105. Mexico: Apparent consumption and production of rolled steel products, 1961-64 
(Thousands of tons) 


Percentage annual 
Product 1961 1962 1963 1964* increases 
1963/62 1964/63 


Non-flats 
Apparent consumption s ‘ 656 692 769 966 dit 25.6 
Domestic production . 5 : 581 592 666 812 1225 21.9 
Production as a percentage of 
consumption . , : , 88.6 85.5 86.6 84.1 
Flats 
Apparent consumption ‘ i 542 514 578 793 1255 372 
Domestic production . : 3 528 485 706 844 45.6 19.5 
Production as a percentage of 
consumption . . ti - 97.4 94.4 1225 106.4 
Tubing 
Apparent consumption 3 , 237 211 238 227 12.8 —4.6 
Domestic production . 5 : 233 214 273 250 27.6 —8.4 
Production as a percentage of 
consumption : 7 % 98.3 101.4 114.7 110.1 
Total 
Apparent consumption 3 ; 1,322 1,336 1,480 1,868 10.8 26.2 
Domestic production . 3 5 1,218 1,197 1,499 1,800 25.2 20.1 
Imports . 4 : : fs 137 150 158 206 5.3 30.4 
Exports . d : 29 45 177 106 293.3 —40.1 
Production as a percentage of 
consumption . ; ; 92.1 89.6 101.3 96.4 
Source: ECLA, on the basis of data supplied by 4 Excluding seamless tubes, as the raw material 
the National Iron and Steel Industry Association. from which they were manufactured was included in 


rolled products. 
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fibres—the utilization of installed capacity reached high 
levels ranging from a minimum of 85 per cent to over 
95 per cent. With the completion of these industries’ ex- 
pansion projects in 1965, production is not expected to be 
limited on the supply side that year. 

Nor are limitations of industrial production expected 
in so far as the supply of fuels and electric energy is con- 
cerned. The output of petroleum and petroleum products 
rose by 9 per cent in 1964, and this sector’s present refin- 
ing capacity is enough to meet the growth of demand 


proved seeds, agricultural output in 1964/65 grew by 
per cent with respect to the previous crop year. 1] 
reflects substantial increases both in export crops (6 
cent) and in crops for domestic consumption (8.5 
cent) (see table 107). 

Cotton production, recovered from the decline it 
perienced in 1963/64, reaching a total of 527,000 t 
The increase in output (10.8 per cent) with respect to 
preceding crop year is due primarily to the higher 
yields promoted by favourable weather conditions and 


Table 106. Mexico: Indexes of mining and petroleum production, 1961-64 
(1950 = 100) 


Mining production 
Over-all index . : 


Physical volume of production (thousands of tons) 


Gold (kg) . 
Silver (tons) 
Lead 

Zinc 
Copper 
Manganese 
Tron ore 
Coal 
Sulphur 


Production of petroleum and petroleum products 
Over-all index : 
Production of crude oil 
Refined petroleum 


1961 1962 1963 1964 


127.0 128.6 133.1 135.1 


8,357 7,364 7,401 6,531 

1,255 1,282 1,330 1,297 
181.3 193.3 190.0 174.8 
269.0 250.7 239.8 235.6 


49.3 47.1 55.9 52.5 
68.7 62.9 54.3 64.1 
687.0 1,353.6 1,396.9 1,440.7 
1,818.0 1,893.0 2,071.0 2,266.0 
1,246.0 1,448.0 1,554.0 1,733.0 


231.9 236.4 250.6 273.1 
157.5 163.8 171.7 176.0 
316.6 318.7 339.7 372.6 


Source: Production indexes for mining, petroleum, crude oil and refined petroleum: Bank of Mexico; 
physical volume of mining output: Statistics Department and Ministry of Industry and Trade. 


envisaged in the next three years. Electric energy genera- 
tion went up by about 15 per cent, and generating capacity 
by over 24 per cent, to a total of 5,271 million kW, which 
is sufficient to cover domestic consumer needs up to 
1968. 


Mining production, for its part, failed to respond to the 
incentive of greater external demand in 1964. Despite the 
recovery in prices, there was a contraction in the out- 
put of the principal exports of metal ores (lead, zinc, 
copper and silver). This has been one of the factors 
limiting the growth of the capacity to import. Seemingly, 
the stagnation of this sector is due to the meagre sums 
invested for some time past in the exploitation of new 
mineral deposits, save in the case of sulphur whose out- 
put continued to grow rapidly (at a rate of 12 per cent), 
owing to its being on a competitive footing in the world 
market. Other items whose production increased sub- 
stantially were manganese and, on a lesser scale, iron ore 
and coal, the last two being sold on the domestic market. 
Since the foregoing served to offset the decline registered 
by the products referred to previously, mining output as 
a whole attained a slightly higher level than in 1963 (see 
table 106). 


In contrast with mining, agriculture was one of the 
sectors most influencing economic growth in 1964. 
Thanks to favourable weather conditions and the larger 
area under cultivation, in addition to the more efficient 
and widespread use of fertilizers, insecticides and im- 


transfer of the production centres to other more suit 
cotton-growing areas. The smaller demand on the W 
ern European market caused Mexico’s cotton export 
shrink by 13 per cent in 1964, which led to an appreci 
increase in Mexico’s stocks at the end of that year. 
view of the sales to new markets (Chile, mainland Cl 
and Uruguay) and the forseeable recovery of the Et 
pean market, cotton exports are expected to increase s 
stantially in 1965. 


The 1963/64 bumper coffee harvest (174,000 t 
permitted an increment of over 50 per cent in the voll 
of exports of this commodity in 1964. Together with 
improvement in prices, this was one of the factors rest 
sible for the increase in that year’s capacity to imp 
The 1964/5 harvest is expected to be somewhat sma 
because of the cyclical nature of production in the Gu 
Mexico area. 

A decisive factor in the growth of food production 
the maize crop. This totalled 7 million tons (an iner 
of 9 per cent) as a result of the incorporation of new ai 
under cultivation, which brought about a rise in sup} 
prices and a more intensive use of improved seeds 
fertilizers. Thus imports of maize, which in 1963 
amounted to some 470,000 tons, were quite unneces: 
in 1964. 

Wheat production in 1964 continued the previous ye 
rapid upward trend (18 per cent), reaching a total of 
million tons. Thus additional exportable surpluses t¢ 
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an estimated 300,000 tons were accumulated. It was 
ed to sell those surpluses on the external market, 
igh at prices far lower than those fetched locally, and 
led to the decision adopted early in 1965 to take steps 


In a world market characterized by excessive supply 
and a sharp decline in prices, the sale of such surpluses 
would entail, in the case of Mexico, raising the volume of 
sugar exports by 44 per cent with respect to 1964. Al- 


educe the area under cultivation. though the United States market has hitherto absorbed 


Table 107. Mexico: Crop livestock production, 1960/65 


1960/61 1961/62 1962/63 1963/64% 1964/65” 
Indexes (1954-56 = 100) 

Crop and livestock production F 124 127 140 144 154 

Crop production : 124 127 141 145 156 
For export . 2 Fi 119 A, 132 129 137 
For domestic consumptio 127, 133 147 158 171 

Livestock production 126 129 134 139 145 

Main agricultural commodities (thousands of tons) 

For export 
Ginned cotton 477 450 547 476 527 
Coffee 126 141 132 174 168 
Henequen 166 156 157 158 160 
Tomatoes 389 397 434 464 488 
Cocoa . 24 27 29 30 30 
Cacahuate 89 94 90 93 98 
Pineapples 181 177 178 198 216 
Chickpeas iM) 118 135 136 138 

For domestic consumption 
Rice 328 333 289 266 275 
Beans . 528 617 633 816 800 
Maize . 5,420 5,561 6,397 6,424 7,000 
Wheat . 1,190 1,402 1,502 1,786 2,100 
Potatoes Fi 5 A ‘ 4 294 306 355 375 406 
Sugar-cane . : 3 3 : ,  ilbystoge 15,765 17,720 19,799 24,417 
Tobacco . 72 67 69 71 68 
Sesame 129 147 156 158 162 
Cottonseed . 876 826 1,006 875 969 
SourcE: ECLA, on the basis of data supplied by figures, by the National Sugar Producers’ 

the Department of Rural Economics, Ministry of (UNPASA). 


Agriculture. The cotton figures were provided by the 
chief cotton exporting company; the coffee figures, 
by the Mexican Coffee Institute; and the sugar-cane 


® Provisional figures. 
b Estimates. 


1e high world sugar prices during 1962 and 1963 pro- 
d an incentive to increase the cane-fields by 70,000 
ares, concurrently with a considerable expansion of 
ng capacity. As a result, the 1964/65 sugar harvest 
by 400,000 tons, leading to an estimated exportable 
lus of 700,000 tons in 1965. 


the bulk of Mexico’s sales, there is no reason to suppose 
that exports to that country will grow at the same tempo 
as during the last few years, in view of the United States 
policy of self-sufficiency in this connexion and the prefer- 
ential treatment it has been according to exports from 
Puerto Rico, the Philippines and Hawaii. 


F. PERU 


1. THE ECONOMIC GROWTH RATE 


1e over-all trends of the product and income show 
the tempo of economic growth in Peru has increased 
e last few years. During the second half of the fifties 
ross domestic product expanded at an annual rate of 
per cent, but after 1960 this rose to 6.5 per cent. 
1 due allowance for population growth, this signifies 
yverage yearly increment of 3.5 per cent in the per 
‘a product, and thus compares favourably with the 
ing pace of development in 1955-60, which was only 


2.2 per cent despite the fact that average income in Peru 
is very low. 


However, growth has not been steady in the last few 
years. After rising sharply in 1961 and 1962, the rate fell 
to less than 4 per cent in 1963, but, according to pro- 
visional estimates, tended to recover in 1964, when the 
domestic product increased by 5.5 per cent. The per 
capita figures for product and real income are therefore 
estimated to have risen by 2.7 and 3.5 per cent respect- 
ively in that same year (see table 108). Both the weakness 
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of 1963 and the renewed impetus of 1964 can be attributed 
to the reductions in agricultural production and in the 
volume of exports. 


Table 108. Peru: Total and per capita growth rates of the domestic 
product and real income 


(Annual cumulative rates) 


Gross Gross 


d " Real di F Real 
Period potier income Population oduch Hicome 
Total Per capita 

1950-55 Syl yal | Dike 2.9 29 
1955-60 4.8 3.8 2.6 2.2 2) 
1960-64* 6.4 6.9 Dal shy 4.2 
1960-61 9:2 8.8 2.6 6.6 6.2 
1961-62 7.4 eel: 2.7 4.7 5.0 
1962-63 3.7 Sy De, 1.0 2.5 
1963-64* 5.4 6.2 2a PL SP) 


Source: ECLA, on the basis of figures supplied by the National 
Planning Institute. 


® Provisional figures. 


The pattern of economic growth recorded by these 
over-all indexes of product and income differs widely from 
one sector and area to another as regards the growth 


2. THE DYNAMIC ROLE OF EXPORTS ' 


The bellwether of the Peruvian economy is its exterr 
sector. In the last few years, exports have come to cons 
tute 25 per cent of the domestic product and provide t 
motive force for the country’s economic developme! 
Figure XVI, which traces the trends of the product ai 
income and of the main components of the external sect 
since 1950, clearly illustrates the correlation between t 
course of exports and the rate of economic growth. T 
rise in the product’s rate of growth in 1960 coincided, 
fact, with the extraordinary boom in Peruvian expor 
When the trend of exports began to slow down and finai 
to fall in 1963, a similar decline took place in the grow 
rate of the product. This was remedied in 1964, when 
fresh upsurge was recorded in the external sector. 


The development of its exports in the last few years h 
made it possible for Peru to satisfy import demand (5 
again figure XVI and table 109), which tends to rise me 
rapidly than internal income, without further recourse 
external financing, which has already assumed sizal 
proportions in net terms. The trend of events in t 
second half of the fifties was quite different, since f 
increase in imports was then based on a net inflow 
autonomous capital or compensatory financing. Betwe 
1959 and 1964 the volume of exports is estimated 
have increased at an average annual rate of more th 
10 per cent, thanks to further diversification which h 


Table 109, Peru: Evolution of the external sector 
(Millions of dollars at 1950 prices) 


Volume of Terms-of- 

exports of trade 
Year goods and effect with 
the tourist respect to 

trade 1950" 

1950 196.5 — 

1955 254.9 —1.5 
1960 503.2 —=133°5 
1961 590.2 —164.4 
1962 623.7 —164.9 
1963» 600.0 —131.2 
1964° 691.4 —132.3 


Purchasing 
ower Oo, 

eer agli es 
of the factor and current 
tourit payments services account 
trade 
196.5 9.6 192.2 —5.3 
253.4 20.4 268.4 —35.4 
369.9 49.6 295.0 +25.3 
425.8 45.4 370.4 +10.0 
458.8 50.5 424.3 —16.0 
468.8 33.1 462.5 —46.8 
559.1 54.7 479.1 +25.3 


Source: ECLA, on the basis of International 
Monetary Fund, Balance of Payments Yearbook, 


vols. 8 to 16. 


®The change that took place in the structure of 
exports was largely responsible for the decline in 


rate and level of income and the efficiency and produc- 
tivity of economic activities. For instance, there is a 
marked difference between coastal and inland farming. 
The former is fairly modern, its productivity is high and 
part of its output is for export. The latter, on the other 
hand, in which the bulk of the rural population is 
engaged, is subsistence agriculture. Its working methods 
are primitive, productivity is extremely low and it is beset 
by serious problems of land use and tenure. Similarly, in 
the industrial sector, relatively new, large-scale, enter- 
prises concentrated in the Lima—Callao area contrast 
with a medley of small establishments, cottage industries 
and artisan activities. Moreover, extensive population 
shifts towards urban areas add to the marginal population 
and keep wages down. 


their average unit value and, hence, for the extent 
of the terms-of-trade effect. 


b Provisional figures. 
© Estimates. 
‘ 


strengthened Peru’s position abroad, although the bu 
of its external sales still consists of virtually unprocess 
primary commodities (see table 110). / 


In this relatively short space of time, a new item 
fishmeal—has come to the fore. While in 1960 exports 
fishmeal constituted 12 per cent of the total, by the 
half of 1964 they were accounting for about 28 per cél 
Mining products, despite their relatively high le 
dropped from 48 to 40 per cent of the total. Traditi 
agricultural commodities suffered a similar fate, altho 
one or two items, such as wool and sugar, acquired 
siderable importance. 


Cotton, petroleum and sugar were mainly respon 
for the decline in the volume of exports in 1963. 
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shing industry fluctuated sharply, production being 
lentiful in the first half of the year but much less so in 


igure XVI. Peru: Evolution of the gross product, real income and 
the external sector 


(A) GROSS PRODUCT AND REAL INCOME 
(Index : 1950 = 100) 
Semi-logarithmic scale 


Scole of 
ercentage 
oriations 


GROSS PRODUCT 


—_ 
a4 


REAL INCOME 


(B) EXTERNAL SECTOR 
(Jo millions of 1950 dollars) 
Natural scale 


VOLUME OF IMPORTS OF 
GOODS AND SERVICES 


aS 


VOLUME OF EXPORTS 


OF GOODS AND THE OR 
TOURIST TRADE ps > sis 
“ye / 
ae <A TERMS - OF -TRADE 
Se OEFFECT 300 
: Va 
PURCHASING POWER 200 
OF EXPORTS 


NET EXTERNAL 
FINANCING ‘ 


~ 


NET INCOME FROM _® 


So 
es ee ae 
EXTERNAL FACTOR PAYMENTS 

ye eR ea 


1950 55 60 64 


Source: ECLA, on the basis of official statistics and International 
lonetary Fund publications. 


certain months during the second half. The disappear- 
ance of the shoals of anchoveta, (engraulis ringens), which 
appear to have migrated on a large scale, has been a 
source of concern; in addition, fishing activities were 
disrupted by trade union problems early in the year, and 
the international exporters association reduced the 
Peruvian quota for the first quarter. As a result, financing 
became difficult and a crisis was feared. Shares were dis- 
posed of, private funds seem to have been called upon, 
and credit backing was requested from the Banco 
Industrial del Peru. Once the emergency was over, how- 
ever, fishing production took a turn for the better in 1964 
and exports began to increase again. 


3. INVESTMENT AND CONSUMPTION TRENDS 


Total investment has expanded at an unusually rapid 
pace since 1960, its annual rate of growth averaging about 
14 per cent, i.e., more than that of the domestic product. 
Accordingly, the coefficient of total investment rose to the 
high level of 20 to 25 per cent in relation to the domestic 
product, thereby exceeding the savings coefficients 
achieved before 1960. This means that intensive capital 
formation was taking place, and acting as a stimulus to 
economic development. 


The long-term trends of public and private investment 
diverge considerably. Public investment increased sharply 
(from 1,100 million soles in 1960 to an estimated total of 
4,100 million in 1964 at 1960 constant prices), thus 
becoming a dynamic factor with a strong influence on the 
course of domestic demand over the last few years. 
Private investment expanded rather less rapidly, from 
9,600 million soles in 1960 to 12,700 million in 1964. 
However, this, too, was a marked improvement, since it 
implied an annual rate of 7 per cent. Investment levels 
were none the less much lower in 1960 than before, and 
the exceptional expansion that took place from that year 


Table 110. Peru: Principal exports 
(Percentage of total exports) 


Item 1960 
Cotton . : 16.9 
Sugar and sugar products 11.0 
Coffee - . : . ‘ : 4.3 
Wool : 5 : : 1.6 
Fish and fish products 12.0 
TOTAL, agriculture and fisheries 45.8 

TOTAL, agriculture 33.8 

Petroleum and petroleum products 5 4.1 
Copper ‘ i é : ‘ 21.9 
Tron : : ; : a . 7.6 
Silver : R 3 4 ‘ . 5.6 
Lead ‘ F 3 é : , 5.0 
Zinc - : : ; , : 3.9 
TOTAL, mining 48.1 

Other products . Ps , : : 6.1 
GRAND TOTAL 100.0 


First 
1961 1962 1963 half of 

1964 
16.1 18.0 16.9 11.0 
12:9 10.1 12.0 11.0 
4.6 4.5 4.7 2S 
1.5 167 Den 2.8 
14.4 2255) 22.5 28.0 
49.5 56.8 58.3 55.3 
3541 34.3 35.8 27.3 
78) 2.4 1.8 1.6 
21.2 17d 16.1 15.3 
7.4 6.1 6.7 6.0 
5.6 6.1 6.0 1? 
4.5 3.0 3.0 5.0 
3.8 ANS) 29) 5.2 
45.4 37.6 36.5 40.3 
Sal 5.6 SE? 4.4 
100.0 100.0 100.0 100.0 


Source: ECLA, on the basis of foreign trade statistics. 
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up to 1964 merely represented a partial return to the same 30 per cent of the total and in 1960 a mere 10 per cen 
volume of activity as in the mid-fifties. In fact, the figure only to increase again to 24 per cent in 1964. Moreove 
of 3,500 million soles recorded in 1963 was only 10 per public investment acted as counterweight in 1963, since 


Table 111. Peru: Gross product, investment, consumption and the external sector 


1955 1960 1961 1962 1963 1964* 


Millions of soles at 1960 prices 


Gross domestic product 4 44,161 55,650 60,782 65,260 67,650 71,270 
Total investment . : q 10,422 10,700 12,555 14,659 15,292 16,816 
Public : 3 : , 3,143 1,095 1,755 2,741 3,488 4,068 
Privates Fi : : 7,279 9,605 10,800 11,918 11,804 12,748 
Total consumption 5 j 35,928 42,691 46,319 49,055 $1,573 54,644 
Public : é : : 3,299 5,383 6,001 6,380 6,920 7,351 
Private . 7 3 P 32,629 37,308 40,318 42,675 44,653 47,293 
Exports of goods and services . 8,161 13,686 15,898 17,233 17,076 17,743 


Imports of goods and services . 10,350 11,427 13,990 15,687 16,291 17,933 


1955-60 1960-64* 1960-61 1961-62 1962-63 1963-64* 


Annual rates of growth 


Gross domestic product ‘ 4.8 6.4 92 7.4 Sy ib 5.4 
Total investment . : . 0.5 12.0 ype) 16.8 4.3 10.0 
Public ; : é ‘ —19.4 39.0 60.3 56.2 27.3 16.6 
Private ; c 5 t yi / Ie 12.4 10.4 —1.0 8.0 
Total consumption : . 3.5 6.4 8.5 5.9 5.1 6.0 
Public ; : F 4 10.3 8.1 1MES 6.3 8.5 6.2 
Private : 5 : 6 PX 6.1 8.1 5.8 4.6 5.9 
Exports of goods and services . 10.9 6.7 16.2 8.4 —0.9 3.9 
Imports of goods and services . 2.0 11.9 22.4 12.1 3.9 10.1 


5 Soa Ce: National Planning Institute, Estimaciones el Progreso, October 1964. 
el producto, ingreso real y el gasto final, Informe & Provisional figures. 
del Peri al Comité Interamericano de la Alianza para ama 


Table 112. Peru: Changes in the structure of the gross product® 


As a percentage of the total 


gross domestic product Annual rates of growth by periods 


Sect 
gt 1950 1955 1960 1964? 1950-55 1955-60 1960-64% 1960-61 1961-62 1962-63 1963-6 
Agriculture ; : fe c 26.2 Doe. 21.8 21.4 prs 3.8 6.0 10.1 10.8 —1.2 4¢ 
Mining : A ; ; ; S58) 6.3 8.8 7.6 8.8 11.9 Dei) 6.4 —5.4 7.0 3a 
Industry. é 5 : 0 15.6 17.6 18.8 19.6 7.8 6.1 the) 10.0 8.6 5.6 5.¢ 
Construction y A : i 3.4 4.4 3.2 4.1 10.6 —2.0 13.4 18.0 18.5 7.0 10.4 
Transport and communications . 4.6 5.4 5.4 5.4 8.5 4.8 6.1 6.0 Te 5a 6.1 
Trade and finance ; , , 19.1 20'6 20.4) eee 6.7 4.5 ib) 9.1 3.9 5.6 Ts 
Housing . 4 - 4 5 9.3 8.3 8.0 7.4 PRG) 4.1 4.2 35 Siri 4.5 5. 
Government , ‘ A : 10.1 8.5 Heal 7.8 1.6 2.6 6.5 8.2 5.8 59 6.2 
Other services®  . : i 5 6.4 6.2 5.9 5.4 4.3 4.0 4.4 6.6 Ets 3.5 4:5 
TOTAL 100.0 100.0 100.0 100.0 Dell 4.7 6.4 9.2 7.4 Si) 58 
Source: National Planning Institute. b Provisional figures. 
® Calculated on the basis of the gross domestic product in millions of © Including electricity, gas and water. 


soles at 1960 market prices. 


cent higher than in 1955. Private investment, on the expanded by 27 per cent (from 2,700 to 3,500 milli 


other hand, stepped up its rate of growth from 5.7 per soles) just when private investment and exports we 
cent annually in 1955-60 to over 7 per cent after 1960, becoming stagnant and tending to decline (see table 11 
despite a contraction in 1963. In fact, the trends of public To judge by the preliminary figures available for 19 
and private investment have followed such widely total investment increased by 10 per cent thanks to 


divergent paths that in 1955 public investment constituted resurgence of public and private investment. Of the tw 


. A Srupy or THE RECENT Economic SITUATION IN SELECTED COUNTRIES 


109 


——$—$$—$—$————————— 


iblic investment grew faster, at a rate of over 16 per cent, 
ving to the entry into operation of the Government’s 
an for 1964-65. Two-thirds of the total expenditure 
visaged in this plan are for social projects and services 
id one-third for what is usually known as economic 
vestment. In the first group, education is allotted a 
fable amount, while in the economic field, the lion’s 
are goes to agriculture, transport and communications. 
1e development of exports and investment and the 
msequent rise in the product and income have led to an 
crease in personal consumption, which climbed at an 
erage rate of 6.4 per cent yearly in 1960-64. 


4. PRODUCTION BY MAJOR ECONOMIC SECTORS 


(a) Agriculture, livestock and fishing 


Of the principal economic sectors, agriculture, live- 
ck and fishing still account for the largest share of the 
ymestic product, although they have lately been losing 
ound to industry (see table 112). In the last four years, 
e output of these three activities rose at an average 
nual rate of 6 per cent, but slackened off in 1963 with 
e decline of the fishing industry and the reduced supply 
certain agricultural commodities as a result of the 
ought in northern Peru. The increment in 1964 is 
ntatively estimated to be about 4.5 per cent. 

The evolution of the main components of this sector 
ows that production for export has increased more 
pidly than production for the home market. If fishing 
excluded, the rate of growth in 1960-64 was 5.4 per cent 
mually instead of over 6 per cent. 


(b) Mining 
Mining production in the aggregate has continued to 
crease since 1960 although less rapidly than before. 


Between 1950 and 1960 the share of mining in the gross 
domestic product rose from 5.3 to nearly 9 per cent, but 
dwindled to less than 8 per cent in 1964. An influential 
factor in this slackening off was the production decline in 
1962 which assumed significant proportions in the case of 
copper, lead and zinc. Iron ore mining, on the contrary, 
has been developing vigorously, with annual increments 
ranging from 6 to 13 per cent in 1961-63. In 1964, the 


Table 113. Peru: Production trends of the principal mining products 
ee ee 


Annual 
cumulative Annual rates of growth 
Product rate 
of growth 1961 1962 1963 
1960-63 
Silver 6.3 ial = 35 12.1 
Copper —0.8 9.0 —15.8 6.3 
Lead 3.6 3.6 —6.0 14.2 
Zinc 0.8 —2.4 —6.7 12.5 
Tron oe 8.5 6.2 13.0 


Source: Department of Mines; Ministry of Development and 
Public Works. 


increment was about 3 per cent, according to the pro- 
visional estimates available (see again table 112 and 
table 113). 


(c) Manufacturing industry and construction 


The sector that has made the greatest progress since 
1960 is manufacturing industry provided that construc- 
tion is excluded, although the latter did succeed in recover- 
ing from its low level at the end of the fifties. 


Table 114. Peru: Evolution of the industrial product 


Annual rates of growth 


Industrial sector 


1961 1962 

Total industrial production 8.3 le 
Food : é 10.7 4.6 

(a) Fishmeal 50.4 33.1 

(6) Other 4.0 —2.3 
Beverages DES 15.5 
Tobacco . 8.7 —9.9 
Textiles : é z 23 Seyi 
Footwear and made-up goods 6.5 12.2 
Wood . 2 : 3.6 25.6 
Pulp and paper . , 11.6 2.0 
Printing, publishing and allied 

industries : F : 13.1 10.1 
Leather TA 0.4 
Rubber 12.4 AS) 
Chemicals 5 : 153 13.3 
Petroleum and coal products 0.4 8.4 
Non-metallic minerals 4.6 6.0 
Basic metal trades 95 —13.6 
Metal-transforming . 19.2 14.1 
Diverse manufacturing 4.8 19.0 


Annual ; 

cimulatiee Proportion of 

1963 ao 1960 1963 
5.4 Well 100.0 100.0 
1.3 5.5 24.6 28.6 
a2; 26.0 BS) 5.8 
1.3 0.5 211 22.8 
10.1 9.3 Wee 5.3. 
—11.7 —4.7 1.6 0.5 
5.4 4.4 13.6 10a 
5.4 8.0 6.1 6.2 
0.3 9:3 2.8 ED 
14.5 oh) 1.6 ily 
(Bey 12.3 2.9 a 
Duk 3.3 1.3 1.9 
—8.2 By) 1.8 2.0 
eal 12.0 6.9 1.7 
5.6 4.7 4.0 6.0 
6.1 5.6 4.4 3.6 
ies 1.8 12.4 ine? 
6.3 13,1 6.1 6.0 
7.6 10.3 2.4 25} 


Sources: Industrial Bank Bureau of Economic Studies; National Planning Institute, Department of 


Economic Analysis. 


110 


Part Ont. Toe Latin AMERICAN ECONO: 


The rate of growth, which had slowed down in the 
fifties, from 7.8 to 6.1 per cent annually, began to pick 
up speed after 1960 and to average 7.5 per cent a year. Its 
pace has been uneven in the last few years, a sharp rise in 
1961 and 1962 being followed by a drop in 1963 and 1964 
(see again table 112). 

The movements of three major sectors can be dis- 
tinguished in the over-all picture of industrial evolution. 
The first concerns activities that are based on export 
demand and are characterized by relatively high efficiency 
and productivity, namely, fishmeal, sugar and some metal 
refining. The most rapid production increment corre- 
sponds to fishmeal (an average of 26 per cent a year in 


the starting point for public construction was low. T 
increase in 1964 is estimated to have been 10 per ce 
thanks to private activities and the application of 
public investment plan. 


5. THE BALANCE OF PAYMENTS AND TOTAL EXTERN 
PURCHASING POWER 


Mention has already been made of the exceptiona 
dynamic progress of Peru’s export activities since the e 
of the fifties. Income from exports of goods and servic 
which had been 460 million dollars in 1960, rose to § 
million in 1962. After remaining stationary in 1963, 


Table 115. Peru: Total purchasing power and imports of goods and services 
(Annual averages in millions of dollars) 


Total purchasing power 


Annual aes ioe 

e 
aa Exports Gtcnonnces external 
periods Goods Services Total bites sede . oe 
1951-55 3250;5 7.8 258.3 + 40.4 —21.5 
1956-60 . 340.3 14.9 355:2 + 82.2 —42.1 
1960 - 443.3 19.1 462.4 +5.5 —62.0 
1961 « 308.9 23.4 532.3 +11.3 —56.8 
1962 . a 04:2) zo. 582.7 + 53.4 —64.1 
1963» . . 556.0 30.0 586.0 +72.5 — 66.4 
1964° . 678.0 32.0 710.0 —3.0 —69.5 


Source: ECLA, on the basis of the International Monetary Fund, 
op. cit. 

®This balance is equal and of opposite sign to the sum of gross 
income under the head of deferred import payments and balance- 


1961-63), despite the production decline in 1963. Its 
share of the total industrial product therefore rose from 
3.5 per cent in 1960 to 6 per cent in 1963 (see table 114). 


The second group is composed of industries that pro- 
duce finished goods and. durable consumer goods, for 
which demand is large enough to warrant the installation 
of a plant with a certain level of efficiency. Outstanding 
in this group are the chemical and the metal-transforming 
industries, whose annual rate of increase in 1960-63 
averaged 12 to 13 per cent. 

The third group comprises the industries producing 
non-durable consumer goods, and other activities largely 
consisting of small establishments, cottage and artisan 
industries. Of these, textiles, footwear and made-up goods 
and leather manufactures have generally increased more 
slowly than the other sectors, although notable progress 
has been made by footwear and made-up goods and 
beverages. 

Construction activities have been developing since 1960 
at the average rate of over 13 per cent a year, although 


Amortization 


Imports 
rion Errors of pipe! Balan 
Bape, Subtotal: ane ahd oe Wie aa ee 
of-payments 
loans 
— 277.2 —O:3 276.9 278.6 —1, 
—3.4 391.9 —7.6 384.3 383.8 0 
—15.7 390.2 —4.6 385.6 368.7 16 
_— 486.8 +10.4 497.2 462.9 34 
— 572.0 —27.0 545.0 538.8 6 
— 592.1 +4.6 596.7 578.2 18 
-- 637.5 —4.0 633.5 608.5 25 


payments loans and the variations in the net reserves of the monet 
authorities. 


b Provisional figures. 
¢ Estimates. 


took a fresh upward turn in 1964, when it is estimated 
have been slightly over 700 million dollars (see table 11 


Foreign investment and loans tended to increa 
particularly in 1963, but, looked at as a component of t 
country’s total purchasing power, the net inflow v 
relatively small in comparison with current incon 
Moreover, it was offset by transfer payments abro 
under the head of servicing and dividends on forei 
loans and investment. 


In these circumstances, the evolution of the exterr 
sector has been largely dependent on export incon 
During the last few years, Peru’s imports of goods a 
services have increased considerably. From 370 milli 
dollars in 1960 they rose to 600 million in 1964 withc 
constituting an additional burden on the balance 
payments. It was only in 1963 that the deficit on curre 
account assumed appreciable proportions. Genera 
speaking, Peru has had no external financing problems, 
least none of the severe problems that beset the oth 
Latin American countries. 
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G. VENEZUELA 


. NEW DYNAMIC FACTORS IN THE VENEZUELAN ECONOMY 
IN 1959-64 


Venezuela’s economic development was satisfactory in 
he year 1964. According to provisional estimates, the 
rowth rate in relation to 1963 exceeded 7 per cent, which 
mplies an increment of over 4 per cent in the per capita 
oduct. So high a rate of growth suggests that the 
rocess of inward-directed development which started in 
962, when the Venezuelan economy began to recover 
rom the decline registered in 1960 and 1961, is establish- 
ng itself on a sound footing. 


From 1950 to 1958, the rapid expansion of the external 
ector was reflected in an annual increase in the product 
mounting to over 8 percent. Petroleum exports and, ina 
esser degree, those of iron ore represented the basic 
lynamic factor in the economy, both on account of the 
oreign investment placed in these sectors and owing to 
he “return values” with which the oil companies financed 
heir current production costs and paid their taxes. 
hanks to this dynamic vigour in the export sector, the 
olume of imports, in turn, increased at an annual rate of 
.3 per cent, thus substantially helping to cover the 
ncrements in investment and consumption. The annual 
rowth rate of gross fixed investment during the years in 
juestion was 7.7 per cent, while that of total per capita 
onsumption was over 4 per cent. 


After the year 1957, a radical change took place in the 
volution of the external sector. Firstly, the volume of 
xports increased at a much slower pace than in previous 
ears. Secondly, the terms of trade deteriorated appreci- 
bly as a result of the fall in the “realization” price! of 
etroleum, after the settlement of the Suez dispute, and 
he rise in the unit value of imports. Export volume 
xpanded at an annual rate of only 0.4 per cent in 1958-64, 
vhile at the same time their unit value decreased by 
early 22 per cent. Again, the volume of imports con- 
racted by over 40 per cent between 1957 and 1964. An 
ditional adverse factor which aggravated the external 
ector situation was the considerable outflow of capital in 
959-61 resulting from disinvestment in the petroleum 
ndustry and from the flight of capital that took place in 
he rest of the economy. 


This deterioration in the Venezuelan economy’s 
incipal dynamic sector had a depressive effect on levels 
yf activity and income between 1958 and 1961, particular- 
y as regards investment in construction, which dropped 
yy rather more than 26 per cent. With the contraction of 
lemand, investment in machinery and equipment and the 
rowth rate of total consumption were also affected, in- 
smuch as the supply of imported consumer goods de- 
teased without it being possible to replace them by 
lomestic production over the short term. All these 
actors redounded to the detriment of the growth rate of 
he product, reducing it between 1958 and 1961 to less 
han half the average registered in 1950-57, even though 


13 Defined as the quotient between Venezuela’s dollar income 
‘om total petroleum sales in a given year and the number of 
hysical units of crude petroleum and petroleum products exported 
y the country during that same year. Variations in the realization 
rice may be caused by fluctuations in world market prices, or may 
imply be due to changes in the composition of exports of crude 
etroleum and petroleum products. 


in the year 1959 it rose to 7.9 per cent, for reasons which 
will be explained when domestic demand is analysed. 


Had there not been a considerable margin for import 
substitution, and if economic policy measures to stimu- 
late the operation of other dynamic factors had not been 
adopted, the recession might perhaps have been greater, 
and certainly would have lasted longer. But the very fact 


Table 116. Venezuela: Cumulative annual growth rates of total and 
per capita gross domestic product and real income® 


(Percentages) 
Gross Gross 

Real 5 Real 
Period ue income Population rae income 

Total Per capita 
1950 585ie 8.3 Th 4.0 4.3 Sal) 
1958-64. Sid 5 3.6 155) —0:1 
1958-61 Pare 3.0 Pp. 3.6 —_ —1.4 
1961-64 . 6.6 4.8 3.5 3.1 1.3 
1961-62, 2 6:3 4 EhD 2.8 0.1 
1962-63 : 3:9 1 3:5 2.4 1.6 
1963-64 . 7.7 5.8 3.5 4.2 2.3 


Source: ECLA, on the basis of official statistics. 
& Estimate based on values in bolivars at 1960 prices. 


Figure XVII. Venezuela: Evolution of the gross product, real income 
and the external sector 


(A) GROSS PRODUCT AND REAL INCOME 
etic (Index : 1950 = 100) 


variations Semi-logarithmic scale 
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Source: ECLA, on the basis of official statistics and International 
Monetary Fund publications. 


112 


Part One. THE Latin AMERICAN ECONOMY 


a 


that the outward-directed development of the Venezuelan 
economy had been so rapid in recent years created a 
structure of production with an import substitution 
potential which the Government was able to channel, 
from 1958 onwards, through some of its measures of 
economic policy. 


Hence, as from 1962, the rates of increase of the 
product and of income improved, under the stimulus of 
import substitution in respect of industrial products and 
a substantial recovery of investment in construction. 
Consequently, even when, in 1962-64, the external sector 
lost some of the importance it had enjoyed as a dynamic 
factor in the Venezuelan economy prior to 1958, the 
annual growth rate of the product speeded up from only 
3.6 per cent in 1958-61 to over 6.5 per cent in 1961-64 
(see table 116 and figure XVII). 


2. EVOLUTION OF EXTERNAL DEMAND 


During the first half of the fifties, the volume of 
Venezuela’s exports increased very fast and the terms of 
trade remained relatively stable. Imports expanded at an 
annual rate of 7.9 per cent, with no need for net external 
financing, since current export earnings sufficed to pay for 
the goods imported and cover interest and profits on 
foreign investment. Between 1955 and 1957 the external 
sector’s rate of development was accelerated, and the 
value of exports in terms of purchasing power rose from 
1,615 million dollars to 2,034 million,” i.e., by almost 26 
per cent. With the intensification of activity and invest- 
ment in the petroleum industry, transfers abroad in the 
form of interest and profits on foreign investment in- 
creased, until by 1957 they had reached the sum of 718 
million dollars, as against an average of only 389 million 
dollars in 1950-54, while imports expanded by nearly 56 
per cent between 1955 and 1957. Consequently, even 
though in this latter period the purchasing power of 
exports rose by a little over 25 per cent, Venezuela’s 
external accounts showed a deficit which in 1957 repre- 
sented net external financing to the amount of 418 
million dollars. 


In the next two years—1958 and 1959—imports re- 
mained at relatively high levels, and, although annual 
payments under the head of returns on foreign invest- 
ments decreased to about 420 million dollars yearly, 
Venezuela’s external accounts continued to register a 
deficit averaging approximately 111 million dollars, since 
the value of exports in terms of purchasing power was 
also reduced (by 10.8 per cent between 1957 and 1959), 
in consequence of the adjustment of petroleum prices 
after the international incidents connected with the 
Suez Canal. These deficits were financed out of monetary 
reserves, which in their turn were yet further drained by 
the flight of capital. 


From 1960 onwards, a sweeping change occurred in the 
external sector of the Venezuelan economy. While the 
volume of exports increased by 17.7 per cent between 
1960 and 1964, transfers of foreign investment earnings 
dwindled, in terms of annual averages, to less than 450 
million dollars. But the reduction of these commitments 
and the expansion of export volumes failed to improve the 
external accounts situation, since the decrease in the value 


14 Unless otherwise specified, all the data given in this section are 
expressed in terms of dollars at constant 1950 prices. 


of the purchasing power of exports was greater still, the 
flight of capital that had begun in 1959 was aggravated in 
1960 and 1961, and no halt was called to the disinvest- 
ment process that had started in the petroleum sector in 
1960. 


In these circumstances, the Government adopted 
measures to restrict imports and change their composi- 
tion, and as from 1960 maintained a considerable surplus 
on current account which served to finance the ouflow of 
capital. Only in the last two years was this surplus partly 
reflected in an increase in monetary reserves, which had 
been declining sharply since 1958. 


This process is clearly illustrated in figure XVII and 
table 117. Throughout the period 1956-59, Venezuela 
relied on net external financing which still amounted to 
about 100 million dollars in 1959. In the last five years 
under consideration, on the other hand, imports con- 
tracted by about 500 million dollars in relation to 1956-59, 
and current income was, on an average, more than 330 
million dollars higher than foreign exchange expenditure 
under the heads of imports of goods and services and pay- 
ment of interest and profits on foreign investment. 


An indicator of the structural change undergone by the 
Venezuelan economy through this process is to be found 
in the fact that the coefficient of the volume of total 
imports, in relation to the gross domestic product, 
dropped from 27.2 per cent in 1959 to 15.3 per cent in 
1964. A more detailed analysis of the movement of the 
petroleum sector earnings which were used or distributed 
within Venezuela will give a better idea of the effects 
deriving from this evolution of the external sector. 


Total income from the petroleum sector (see table 118) 
reached a peak figure of 10,400 million bolivars!® in 1957, 
after export earnings had followed a steady upward 
trend since 1952 and considerable net foreign investment 
had been effected in 1956 and 1957. The proportion of 
this income which has a more or less direct influence on 
the Venezuelan economy consists in the “return values” 
represented by the oil companies’ expenditure in Vene- 
zuela on investment, current operational costs and pay- 
ments to the Government for purchases of concessions. 
taxes and royalties. In 1957 return values under these 
heads totalled 5,790 million bolivars, whereas in 1952 
they had amounted only to 2,471 million. Thus the direct 
demand almost immediately induced by the petroleum 
sector in the Venezuelan economy increased by rathet 
more than 130 per cent in the five-year interval betweer 
1952 and 1957. 


The biggest increments in this demand were registered 
in 1956 and 1957 (see again table 118). As they were 
largely determined by the oil companies’ purchases o! 
concessions from the State, in the absence of other com: 
pensatory types of expenditure the demand in questior 
contracted abruptly in 1958, recovering only a little ir 
1959 and afterwards remaining at an approximate average 
level of 4,800 million bolivars between 1960 and 1963 
That is, while in 1957 this induced demand represented 
in absolute figures, 34 per cent of Venezuela’s nationa 
income, by 1960 the corresponding percentage hac 


15 The data in bolivars at current prices given in table 118 can bi 
expressed in terms of dollars at the rate of 3.09 bolivars to the 
dollar that was in force for return values in the petroleum secto: 
during the period 1952-63. 
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‘opped to 25 and by 1963 to only 22 per cent, so that the 
troleum sector lost some of its importance in the genera- 
mn of internal income. 

To sum up, the present analysis throws into relief two 
sic and interrelated facts which have had very marked 


was not offset by other export items, a serious balance-of- 
payments problem was created, and was further aggrava- 
ted by the substantial outflow of capital and the rise in 
unit import values. 


Consequently, if domestic production managed to 


Table 117. Venezuela: Evolution of the external sector 
(Millions of dollars at 1950 prices) 


Purchasing 


Quantum : power of Imports 

Year Cieseee ee oo see = Pes ; ease ie 
ieee hag the tourist vada haga esa 

trade 

1950 : 2 1,164.1 — 1,164.1 —392.4 SSH 760.0 
1955 ; F 1,733.0 —117.6 1,615.4 —495.8 —8.0 1,111.6 
1956 F : 1,980.9 —191.7 1,789.2 —614.0 +56.0 23 
1957 223163 —197.3 2,034.0 —718.1 +418.0 1,733.9 
1958 2,119.9 — 237.9 1,882.4 —448.9 +114.8 1,548.3 
1959 2,204.0 SORT. 1,814.3 —394.2 +103.2 1552353 
1960 2,348.9 —573.8 Wipe —382.5 —307.4 1,085.2 
1961 2,192.1 —332.0 1,860.1 —429.9 —337.0 1,093.2 
1962 2,561.5 —723.5 1,838.0 —466.0 —262.8 1,109.2 
1963 2,664.7 —810.5 1,854.2 —459.8 —408.6 985.8 
1964 2,765.9 —954.6 1,811.3 eval —217.6 1,072.6 


Sources: ECLA, on the basis of official statistics, and data published by the International Monetary 


Fund. 


Table 118. Venezuela: Income and return values in the petroleum sector 
(Millions of bolivars at current prices) 


1952 1953 1954 


urces of external funds 


1955 1956 1957 1958 1959 1960 1961 1962 1963 


Exports , : ‘ : 5 4,276 4,412 4,833 5,534 6,446 7,941 7,104 6,575 6,721 7,033 7,274 7,373 
Direct foreign investment (net) . F 220 156 -—66 —61 1,189 2,481 183 336 —268 —224 -—712 —404 
Total available supply of external 

funds (1+ 2) ‘ ‘ 4,496 4,568 4,767 5,473 7,635 10,422 7,287 6,911 6,453 6,809 6,562 6,969 
es of external funds 
Imports . , : : A 5 757 673 634 780 1,284 1,892 1,298 862 389 360 382 456 
Remittances of profits abroad . 1268) 9 1251 174049" 15705) 25106) 25740 1554" 1,298 1,262 1,473 1,588 1,597 
Total funds other than return values . 2,025 91;924" © 2.038" 2,485" 3,390" 4,632 2,852 2,160 1,651 1,833 1,970 2;053 
Return values payments to the State® . S54 50215768 1,841" 35327) 4.132. 33066 2,860 25711 2,899 3,308 ~ 3,357 
Other expenditure in Venezuela? 5 927 1,142 1,153 1,147 918 1,658 15369 1,891 2,091 2,077 1,284 1,359 
Total return values . 2,471 2,644 2,729 2,988 4,245 5,790 4,435 4,751 4,802 4,976 4,592 4,916 
Total uses of funds . 4,496 4,568 4,767 5,473 7,635 10,422 7,287 6,911 6,453 6,809 6,562 6,969 


$ouRCES: Central Bank of Venezuela and Ministry of Mining and 
drocarbons. 


‘In 1956 and 1957, this figure includes 1,046 and 1,142 bolivars, 
pectively, paid to the State for the purchase of concessions. 


> Return values to cover internal expenditure on investment and 


ects on the Venezuelan economy in recent years. One 
these is the petroleum sector’s loss of dynamic impetus, 
d the other is the steady aggravation of the balance-of- 
yments position in existing economic development 
nditions. Up to 1958, the demand immediately genera- 
1 by petroleum income, through expenditure in Vene- 
ela and through contributions to the financing of the 
iblic sector’s budget, was unquestionably the most 
portant dynamic factor in the economy. But from that 
ar onwards its influence weakened, and as this decline 


current operational costs in terms of wages and salaries, purchases of 
goods and services in Venezuela, etc. Internal expenditure under these 
heads is actually higher than the residual figure appearing here, since it 
is also financed by income from internal fuel sales, domestic currency 
holdings of the oil companies, etc. 


continue developing and to attain satisfactory rates of 
expansion in recent years, it was because resources were 
redistributed, through import controls and the remodel- 
ling of the structure of imports, as well as other govern- 
ment measures, and new dynamic stimuli were thus 
developed in the field of import substitution. 


3. EVOLUTION OF INTERNAL DEMAND 


The distinctive features characterizing the evolution of 
public and private investment between 1958 and 1964 
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naturally reflect the changes in the picture presented by investment decreased by almost 30 per cent in con: 
the external sector and the lines of action pursued by the quence of the economic metamorphosis that took plz 
Venezuelan Government to implement its economic and in 1960 (see table 119), but between 1961 and 1964 it or 


Table 119. Venezuela: Gross product, real income, consumption and investment 


1950 1958 1959 1960 1961 1962 1963 19¢ 


Millions of bolivars at 1960 prices 


Gross domestic product . : ‘ ¥ ‘ 12,217 23,166 24,991 25,346 25,777 27,399 29,021 31, 
Real income . j ; ; - : ‘ 13,477 24,417 25,681 25,346 26,083 26,978 28,347 29, 
Total investment . ; ‘ ; : : 3,457 6,338 6,890 4,510 4,406 4,700 4,613 5, 
Fixed ; x : ; ‘ A 3 2315 5,987 6,601 4,797 4,082 4,188 4,661 5 
Machinery and equipment . ; : . 1,286 2,233 2,442 1,521 1,339 1,529 1,575 1, 
Construction Z 2 : A ; : 2,029 3,754 4,159 3,276 2,743 2,659 3,086 sh 
Public : : : ‘ ; 3 : 1,055 2,530 2,244 2,107 1,510 1255 1,397 1, 
Private : ‘ : ‘ : : : 2,260 3,457 4,357 2,690 Dg, 2,933 3,264 ae 
Total consumption . ; ; ; j ; 8,136 16,405 17,301 17,562 18,072 18,796 19,637 20, 
Public ‘: : F 3 . ‘ f 1,653 3,419 3,142 3,544 3,629 3,507 3,968 4, 
Private 2 : : ; A ; . 6,483 12,986 14,159 14,018 14,443 15,289 15,669 16, 
Exports of goods and the tourist trade? . ; 4,015 7,341 7,612 8,112 8,161 8,858 9,175 92 
Imports of goods and services . - - : 3,391 6,918 6,812 4,838 4,862 4,955 4,404 4, 
1950-58 1958-64 1958-61 1961-64 1961-62 1962-63 1963 


Annual growth rates 


Gross domestic product . ‘ ‘ ‘ 8.3 Sil 3.6 6.6 6.3 59) 7 
Real income . 7 : : s : : Teal 3.5 22 4.8 3.4 Dull 5 
Total investment . P ; : : 5 7.9 —2.3 —11.4 7.6 6.7 —1.9 19 
Fixed s : : 3 : : ; 7.7 —1.7 —12.0 9.8 2.6 LES 16 
Machinery and equipment . : = 7A —3.1 —15.3 11.8 14.2 3.0 17 
Construction 3 5 - A ‘ Z 8.0 —5.4 ——9'9 9.0 —3.1 16.0 15 
Public : : : 5 - : 3 11.6 —7.1 —15.8 2.4 —16.9 11.3 16 
Private ‘ : : ‘ : ‘ ‘ 5.5 iS —9.4 AZ 14.0 11.3 16 
Total consumption . 4 : > : : 9.2 4.2 333 ay! 4.0 4.5 6 
Public $ 2 . : é ; 5 9.5 2.9 2.0 3.8 —3.4 kes! y) 
Private ‘ : 2 ‘ : , , 9.0 4.4 3.6 53) 5.9 2.5 ti 
Exports of goods and the tourist trade® . ‘ 7.8 4.6 3.6 Bee) 8.5 3.6 4 
Imports of goods and services . 4 : 5 9.3 —5.9 —11.1 —0.5 1.9 ATA 8 
Source: ECLA, on the basis of official statistics. 4 The tourist trade accounts for a minimal proportion of the total 


Table 120. Venezuela: Coefficient of gross investment in relation to gross domestic product 


(Percentages) 
Total i y i i 
Year gross i peers ee fests rites 
investment ment equipment ment ment 

1950 . 4 28.3 27.1 10.5 16.6 8.6 18.5 

19551; : 29.6 28.3 10.5 17.8 9.0 19 

1958 . ; 27.4 25.8 9.6 16.2 10.9 14.9 

1959 . 2 27.6 26.4 9.8 16.6 9.0 17.4 

1960 . : 17.8 18.9 6.0 12.9 8.3 10.6 

1961 . . 17.1 15.8 aye) 10.6 5.8 10.0 

1962 . : Ig 2 15.3 5.6 SEs 4.6 10.7 

1963.5, ; 15.9 16.1 5.5 10.6 4.8 11.2 

1964 . . 17.6 7S 5.9 11.4 5.2 12.1 

Source: ECLA, on the basis of official statistics. 

social policy. In the analysis of investment, a differentia- again increased at the same annual rate as in 1950— 
tion may be made between the two periods that coincide i.e., 7.6 per cent. 
with the weakening and with the recovery of the country’s In 1950-58, the coefficient of gross fixed investment y 


rate of economic growth. Between 1958 and 1961, total very high in relation to the domestic product, keepi 
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about 25 per cent and even reaching 30 per cent in 
1952-54. During the period 1958-61,1° when fixed invest- 
nent underwent a substantial reduction and the annual 
srowth rate of the domestic product stood at 3.6 per cent, 
he coefficient of gross fixed investment in relation to the 
ross domestic product dropped sharply, until by 1962 
t had sunk to the comparatively low level of 15.3 per 
sent, from which it rose only to 16.1 and 17.3 per cent in 
he years 1963 and 1964, respectively (see table 120). In 
ther words, even in the most recent years of the period 
inder consideration, when the rate of economic growth 
was definitely recovering, the investment coefficient 
‘emained far below the levels reached in 1950-58. 


in public investment was to a large extent determined by a 
re-channelling of public expenditure, consisting in the 
reduction of under-productive investment and in the 
allocation of more resources to social services in the fields of 
education, public health, and provision of other necessary 
facilities, as well as to the financing of such government 
plans as the agrarian reform. That is, the composition 
of public expenditure in terms of consumption and 
investment was altered, with the result that total public 
expenditure decreased much less than public investment 
(see again table 119). Moreover, as the import content of 
petroleum investment is extremely high, the depressive 
effects of its curtailment were not as detrimental to the 


Table 121. Venezuela: Composition of gross fixed investment, by sectors 


1960 1961 1962 1963 1964 


14.2 16.8 18.6 18.7 18.1 
15.3 123 10.2 9.8 9.5 
itz, 15.5 14.8 522; 15.9 
59.3 55.6 56.4 56.3 56.5 


Sector 1950-58 1959 
Agriculture. i . 10.0 10.5 
Petroleum ; ‘ 21.1 18.1 
Manufacturing industry : 7.0 12.6 
Other sectors . : : 61.9 58.8 

TOTAL 100.0 100.0 


100.0 


100.0 100.0 


Sources: Central Bank of Venezuela, Memorias, and ECLA estimates for 1963 and 1964. 


At first sight, it seems paradoxical that so drastic a 
reduction of investment coefficients in 1958-61 did not 
cause a contraction in income and in the domestic pro- 
duct. Still more paradoxical is the fact that the economy 
was able to develop at an annual rate of 6.6 per cent 
irom 1961 onwards, with a total investment coefficient 
which was only a little over half what it had been in the 
carly fifties. 

A more careful analysis of this situation will reveal that 
the high investment coefficients registered in the first half 
of the fifties were largely due to private investment in the 
petroleum sector and to the substantial proportion of 
total investment for which public investment accounted. 
[n more recent years, the investment coefficient slumped, 
mainly because gross investment in the petroleum sector 
was so severely curtailed that from 1960 onwards the net 
mvestment figure was persistently negative (see again 
fable 118 and table 121), while public investment de- 
creased from 2,530 million bolivars (at constant 1960 
prices) in 1958 to only 1,255 million in 1962. 


The depressive impact on income of this reduction in 
otal investment was cushioned by a variety of factors. 
Generally speaking, the effect of the import restrictions 
sstablished in 1959 and 1960 was to stimulate domestic 
nvestment and production. More specifically, the decline 


16 Although the product increased satisfactorily in 1959, owing 
0 the volume of public expenditure to which reference has already 
een made, the period 1958-61 is selected because it was between 
[957 and 1958 that the radical change in the external sector took 
Mace with such decisive effects on the Venezuelan economy. 
Within that period, the year 1959 is exceptional from the standpoint 
of economic development, inasmuch as it witnessed a substantial 
ncrease in public expenditure as a result of the social measures 
idopted by the Government at that time. For the purposes of an 
unalysis in real terms, however, the year 1959 must be taken into 
sonsideration within the period, because the repercussions of 
dublic expenditure on the balance of payments were felt in the 
years immediately following, when the rate of growth was reduced 
is a result of the stabilization measures applied 


economy as might have been expected in other circum- 
stances. 


From the production standpoint, the effects of the con- 
traction in public investment were not unduly prejudi- 
cial, as it was precisely the least productive investment 
items—especially luxury building—that were affected by 
the cuts. As for petroleum, although gross investment 
in this sector was greatly reduced from 1960 onwards, 
output sufficed to cover the growing world market 
demand for oil because the heavy investments made prior 
to 1958 had built up an exceptionally high production 
capacity.?” 


The changes in the allocation of investment by sectors 
in recent years are determined partly by the fall in petro- 
leum investment, and also by the increased importance of 
investment in the sectors producing goods and basic 
services. A comparison with the average structure in 
1950-58 (see again table 121) reveals the significance of 
the relative reduction in petroleum investment, which 
represented one-fifth of total gross fixed investment in 
that period and less than one-tenth in 1963-64. Agri- 
culture’s share rose from 10.5 per cent to over 18 per cent, 
and manufacturing industry’s from an average of 7 per 
cent in 1950-58 to a little over 15 per cent in 1963-64. 


In short, the Venezuelan economy was able to develop 
from 1962 onwards because, although it is true that there 
was a fairly considerable reduction in the volume of in- 
vestment, in the petroleum industry output was not 
affected, thanks to the sector’s high level of installed 
capacity. Similarly, the relative increase in investment in 
agriculture and industry prevented a decline in the sectoral 


™7 One of the most important measures of crude petroleum 
production capacity is the theoretical duration of reserves. With 
the decrease of investment and the utilization of existing capacity, 
the theoretical duration of reserves dwindled from 16.8 years in 
1959 to 14.4 years in 1963. No data are available yet for 1964. 
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investment coefficients of these two important branches of 
economic activity. In the remaining sectors, particularly 
those producing services, the growth rate decreased less 
than the investment coefficient, by virtue of more efficient 
utilization of installed capacity. 

The phases of weakness and recovery through which 
the country’s economic development passed after 1958 
influenced domestic consumption trends through the fall 
in the growth rate of income, which affected private con- 
sumption. During an initial stage, when Venezuela’s real 
income was increasing at the very slow annual rate of 2.2 
per cent (in 1958-61), aggregate personal consumption 
remained stationary or even contracted slightly, but in 
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1957 and 1958 (by almost 40 per cent), and afterwards a 
an annual rate of 2-9 per cent (see again table 119). Th 
salient feature of government consumer expenditure dur 
ing this period, however, was its rechannelling, both in ; 
geographical sense and in respect of its allocation t 
different types of services. On the one hand, the propor 
tion of public consumer expenditure effected in th 
interior of Venezuela was much bigger than before; an 
on the other, there was a considerable increase in th 
budget appropriations for educational and public healt 
services. Unquestionably, these two circumstances als 
redounded to the benefit of consumption and welfare i 
the lower income sectors. 


Table 122. Venezuela: Changes in the structure of the product* 


Percentage of total gross 


Sector of the economy domestic product 


1950 1958 1960 1964 

Agriculture 8.5 7.0 7.3 7.4 
Mining . 0.2 1.8 Dal 1.3 
Petroleum F 259 24.8 24.8 23.8 
Manufacturing industry 9.6 11.5 11.6 13.4 
Construction . : 4.6 4.8 3.9 3.9 
Electricity, gas and water . 0.6 A152 1.4 1.9 
Government . 6.6 4.0 3.6 4.1 
Other services , F 44.0 448 45.4 44.2 
Transport and communications Bll 4.3 4.1 3.8 
Trade US 7 13.8 12:6 oes 
Housing . : ; Oye lias Te 11.5 
Miscellaneous services . 16.3 15.5 16.6 16.4 
ToraL 100.0 100.0 100.0 100.0 


Average annual growth rates, by periods 


1950-58 1958-64 1958-61 1961-64 1961-62 1962-63 1963-¢ 
SEF 6.4 5.4 7.5 10.9 6.6 5.0 
44.0 —OW, —3.4 2.0 =—83 —13:6 Zam 
Us 4.6 4.2 5.0 9.0 Las; 4.7 
10.8 Ue 49 1.1 1g 7.8 14.0 
8.7 ef eleaIh Has 20.0 18.4 15.0 
19.2 13:2 14.0 12.3 1322) 11.4 12% 
1.8 5.8 8.0 37 Sik) 8.8 4.0 
8.5 Duk 4.8 5.4 4.3 a4 6.7 
4.6 3.1 1.0 5:3 4.0 7.0 5.0 
10.4 3.6 1.1 6.2 5.0 5.6 8.0 
oS 5.8 7.8 3.9 2.8 3:3 5.5 
7.6 6.4 6.8 5.9 5.0 5.8 6.9 
8.3 api 4.1 6.6 7.0 5.1 Tah 


Source: ECLA, on the basis of statistics from the Central Bank of 
Venezuela and CORDIPLAN. 


1962-64, when real income was recovering and unemploy- 
ment lessening, aggregate consumption also expanded, at 
an annual rate of 5.1 per cent. True, owing to Venezuela’s 
extremely rapid rate of population growth, this figure 
represents an annual improvement in per capita private 
consumption of barely 1.6 per cent. But although no very 
complete statistical data are available on the distribution 
of personal income and of consumption in recent years, it 
may be considered that the higher employment levels, the 
wage increases in 1958 and 1959, the directions in which 
public expenditure was channelled, and partly too, the 
measures designed to alter the structure of imports, where- 
by supplies of non-essential goods were eliminated or 
reduced, all constituted factors that helped to raise con- 
sumption levels in the lower income groups. 


During the last three years of the period under con- 
sideration, the share of labour income in national income 
fluctuated around 59.7 per cent, as a result of the Govern- 
ment’s labour policy, which basically consisted in the 
Ministry of Labour’s promoting the official recognition 
of trade unions and the conclusion of collective labour 
contracts. In this connexion, it is worth pointing out 
that in 1964 recognition was accorded to 341 trade unions 
with 18,200 members, and 884 collective contracts were 
signed, covering 102,000 workers. 


Between 1957 and 1964 public sector consumption 
increased by over 65 per cent, sharply between the years 


® Estimate based on gross domestic product figures at factor cost (i 
1960 prices). 


4. EVOLUTION OF AGGREGATE SUPPLY 
(a) Evolution of production, by major economic sector 


The seriousness of the setback suffered by the Vene 
zuelan economy after 1959 has been indicated in earlie 
sections. In 1958-61, the annual growth rate of th 
domestic product (3.6 per cent) fell to less than half whe 
it had been in previous years (8.4 per cent in 1950-58 
and, in addition, the intensive deterioration of the term 
of trade had such depressive effects on the economy thé 
real income increased only at an annual rate of 2.8 pe 
cent (see table 122). 


In the final three-year period (1962-64), intern: 
economic activity recovered sufficiently for the averag 
annual growth rate of the gross domestic product to reac 
approximately 6.6 per cent, although the terms of trad 
continued to affect it unfavourably and the externé 
sector no longer played the same dynamic role as in th 
years preceding 1958. The objective of the present sectio 
is to analyse the evolution of the product by majo 
economic sectors, in order to trace the course pursued b 
each of these during the two characteristic phases ¢ 
Venezuela’s economic development after 1958. 


Between 1958 and 1961 agriculture as a whole mair 
tained the annual growth rate (5.7 per cent) which | 
had shown prior to 1958. Despite the weakening ¢ 
the total product and total income in 1958-61, th 
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sricultural product kept up a rate of increase of 5.4 per 
nt over the same period (see again table 121). The 
iggest increments, however, were achieved in 1962 and 
63 when the total product of the sector registered 


less, more than 300,000 hectares were distributed among 
20,950 agricultural workers in 1963 and 1964. 

_ An important feature of Venezuela’s agrarian reform 
is that it has been supplemented by the agricultural credit 


Table 123. Venezuela: Volume of output of selected agricultural products 


In physical terms Annual percentage growth rates 


Product Unit 
1960 1961 1962 1963 1964 1960-64 1961-62 1962-63 1963-64 
rop sector 
Cereals 
Rice (hulled) Tons 71,862 80,658 103,133 eh es a 166,000 24.0 27.9 27.1 26.6 
Maize . Tons 439,490 419,508 540,475 430,163 475,477 2.0 28.8 —20.4 10.5 
Industrial crops 
Cotton (raw) Tons 29,639 36,380 24,242 34,440 37,884 6.3 —33.4 42.1 10.0 
Sisalhemp . Tons 9,993 8,380 10,350 11,605 10,751 25) 23.5 12.1 —7.4 
Tobacco . Tons 9,222 10,360 8,376 8,817 7,963 —3.6 —19,2 ae) —9.7 
Coffee . Tons 52,977 53,657 51,168 52,289 53,772 0.3 —4.6 ADP 2.8 
Cocoa beans Tons 14,305 12,449 14,463 16,188 14,513 0.4 16.2 11.9 —10,3 
Sugar-cane . Thousands of tons 2,133.2 2,369.3 2,697.4 3,031.3 3,240.9 11.0 13.9 12.4 6.9 


vestock sector 


Milk . . Thousands of litres 420,863 444,458 481,659 521,470 522,000 5.6 8.4 8.3 0.1 
Bovine cattle . Number of head 793,433 863,818 878,069 826,255 805,485 0.4 1.6 —5.9 —2.5 
Poultry . Millions of head 16.95 25.80 30.20 8221 38.65 23.0 17.1 6.7 20.0 
Eggs. . Thousands of units 189,300 273,200 317,600 590,204 708,245 39.0 16.3 85.8 20.0 
Fish ‘ . Tons 85,851 83,588 94,865 97,442 97,539 3.3 13.5 DG 0.1 


Sources: Central Bank of Venezuela, Memorias, for 1960-62; and Central Co-ordination and Planning Office (Oficina Central de Coordinacién y 
anificacion—CORDIPLAN) estimates for 1963-64. 


‘owth rates of 10.9 per cent and 6.6 per cent, respec- 
vely. In 1964, according to provisional estimates, the 
ite dropped to 5 per cent. 


In the crop sector (see table 123), a comparison of the 
60 figures with those for 1964 throws into special 
lief the increases in rice, sugar-cane and cotton pro- 
uction. The output of rice more than doubled, rising 


facilities granted by the Banco Agricola y Pecuario. In 
1961, for example, the Bank disbursed rather more than 
145 million bolivars in the form of loans to farmers, 


Table 124. Venezuela: Agrarian reform 


om 72,000 tons to 166,000, while that of sugar-cane Soe distributed fambar Ys Area per 

creased from 2.1 million tons to 3.2 and that of cotton Ghowands (households) housenold 

aw) from 22,639 tons to 35,000. The volume of tobacco 

roduced, on the other hand, underwent a contraction, 

nd production of coffee and cocoa beans remained more 10? Bae inher och 3 460.8 5,874 78.4 

r less stationary between 1960 and 1964. In the case of 1960 . : : : ° 748.9 25,221 24.7 

uttle, production figures rose between 1960 and 1962, A ; : : : : She tee ae 
; ; ; F : : , : 15 

nly to fall back in 1963 and 1964 to levels comparable 1963 1371 9.656 142 

ith those of 1960, whereas the output of milk increased TOC) a Re ee oe 192.7 10.250 18.8 

| an average annual rate of nearly 6 per cent in the last 

yur years. Furthermore, production of both poultry and TOTAL 1,852.9 16,678 24.2 


¥gs expanded remarkably in 1960-64, with the result 
1at consumers showed a certain tendency to substitute 
1ese two products for beef, as they became relatively 
neaper. There was also a bumper crop of maize in 1962, 
ut in 1963 and 1964 production decreased, partly because 
f the lack of storage facilities. 


Since 1959, the Venezuelan Government has been 
arrying out an agrarian reform in the course of which 


Source: National Agrarian Institute (Instituto Agrario Nacional). 
4 First ten months. 


while the corresponding sum was 171 million in 1963 and 
had already reached 174 million during the first ten 
months of 1964. 


has distributed over 1.85 million hectares of land 
mong about 76,600 agricultural workers. In the last 
wo years (see table 124), the settlements effected by the 
lational Agrarian Institute (Instituto Agrario Nacional) 
ave been less numerous, since the Institute has been 
1ore concerned with consolidating those already estab- 
shed than with launching new undertakings. Neverthe- 


The annual rate of growth of industrial production, 
which had been 10.8 per cent up to 1958, slackened to 
4.9 per cent in 1958-61, but later, in 1962-64, speeded up 
again to 9.7 per cent. In the traditional industries, the 
most substantial increases in recent years (see table 125) 
occurred in the production of sugar, beer, cigarettes, 
rubber, etc. Cement production remained fairly 
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stationary until 1963, no doubt because of the contrac- 
tion of building activities, and increased by almost 20 per 
cent in 1964 as a result of the recovery in the building 
industry during the last two years of the period under 
review. 

Among the dynamic industries, attention may be drawn 
to the production increments achieved in respect of steel- 
making, chemical products, fertilizers and the assembly 
of motor vehicles. In addition, new industries were 
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belonging to the industrial complex of the Venezuel 
Institute of Petrochemistry (Instituto Venezolano — 
Petroquimica) increased their output of final and int 
mediate products from the 133,000 tons produced in 19¢ 
when the complex entered operation, to 239,000 in 19¢ 
i.e., by 80 per cent. But they are still working at only 
per cent of their aggregate capacity, and production 
final and intermediate goods in 1965 is expected to rea 
300,000 tons. 


Table 125. Venezuela: Output of selected products of manufacturing industry 


In physical terms 


Unit 


Annual percentage growth rates 


Product 


1960 1961 1962 1963 1964" 1960-64 1961-62 1962-63 1963 
Sugar z . Tons 193,978 215,388 245,221 263,594 252,600 6.8 13.9 71.5 —4 
Wheat flour . Tons 199,273 212,864 236,426 257,204 — Ae 8.8 _ 
Edible oils . . Tons 23,131 25,534 26,182 26,653 — — 25 1.8 _ 
Beer and stout . Thousands of litres 278,028 273,771 278,747 278,961 295,393 LS 1.8 0.1 5 
Cigarettes . Millions of units 6,839.6 7,386.0 7,843.3 8,116.9 7,879.4 3.6 6.2 3.5 —2 
Cotton fabrics . Thousands of metres —_— 14,621 28,119 37,015 43,308 —_— 92.2 31.6 17 
Man-made fibre 
fabrics . Thousands of metres 27,191 35,514 39,813 41,463 — — 12.1 4.1 = 
Skins . . Thousands of square 
feet 16,828 17,471 21,960 21,499 29,430 15.0 3.8 —2.1 36 
Rubber (tyres and 
inner tubes) . Thousands of units 1,357.6 1,289.5 1,558.1 1,576.1 1,695.8 pf 20.8 12 7 
Paints . Tons 15,127 17,882 18,637 19,052 20,277 7.6 4.2 Dee, 6 
Cement . Thousands of tons 1,501.1 1,523.3 155226 1,618.4 1,849.6 5.4 — 6.3 14 
aes In physical terms (metric tons) Annual percentage growth rates 
Sag 1958 1959 1960 1961 1962 1963 1964 1962-64 1962-63 1963 
Primary products 
Pig iron . — —_ _ 6,915 181,357 301,707 325,844 34.0 66.4 8 
Steel 46,251 49,066 46,688 70,761 143,211 363,296 475,918 82.3 153.7 31 
Manufactured products 
Rod 43,847 68,775 50,635 73,046 82,914 115,041 113,185 16.8 38.7 —1 
Seamless tubes . — — —_ 6,862 30,754 36,191 — — AGES — 
Sources: Central Bank of Venezuela, Memorias, for 1960-63; and b Estimates based on production data for the first nine months 
CORDIPLAN estimates for 1964. the year. 


4 Estimates based on figures for first half of year. 


established in such lines as plastics, man-made fibres, 
paper and certain food items. An index of Venezuela’s 
industrial development is afforded by the fact that in the 
last five years more than 3,600 new enterprises were set 
up, and over 760 of those already existing expanded their 
production capacity. Hence, employment in manufactur- 
ing industry increased by more than 20 per cent between 
1958 and 1963, without affecting employment in artisan 
industry. 


This industrial development process is being stimulated 
by the Government’s promotion policy through the use 
of four basic instruments: tariff protection and import 
restrictions, direct promotion, financing, and training of 
manpower. Direct promotion activities on the part of the 
State have been concentrated in the steel-making and 
petrochemical industries. By 1964 the Orinoco steel mill 
was already manufacturing over 326,000 tons of pig iron 
and more than 475,000 tons of steel, and was also develop- 
ing production of rods and seamless tubes. The plants 


As an incentive to the private sector, a liberal cre 
policy is being applied through the Venezuelan Develo 
ment Corporation (Corporacién Venezolana de Foment 
the Commission for the Financing of Small and Mediu: 
Scale Industry (Comisién para el Financiamiento de 
Pequefia y Mediana Industria) and the Banco Industri 
Lastly, the National Institute of Educational Co-oper 
tion (Instituto Nacional de Cooperacién Educativa 
INCE) is helping to solve the problem of skilled-labo 
shortage which is seriously hampering the industri 
development of Venezuela. 

The annual growth rate of petroleum producti 
fluctuated, on an average, between 4 and 5 per cent 
1958-64, whereas from 1950 to 1958, when the Venezuel: 
economy was still in its phase of outward-directed develo 
ment, it had been 7.7 per cent. Although Venezuelé 
other important mining activity—iron ore extraction 
showed a recovery of 33 per cent in 1964 in relation 
1963, during the period 1958-64 as a whole it declined 
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an average annual rate of 0.7 per cent, on account of the 
contraction in United States demand for imported iron 
ore and the competition put up in the same market by 
ores from Brazil and Canada.* Thus, mining production 
(including petroleum) tended to develop more slowly than 
the other sectors of the economy, with the result that its 
share in the aggregate product decreased from 26.9 per 
cent in 1960 to 25.1 per cent in 1964, and the structure 
of sectoral development which had characterized the 
Venezuelan economy during the fifties was modified 
accordingly. 


Construction was the activity that was most seriously 
affected by the repercussions of the unfavourable evolu- 
tion of Venezuela’s external sector and the measures 
adopted to cope with the financing problems that arose. 
The fact that both public and private undertakings in this 
field contracted sharply in 1960 and 1961 of course had a 
depressive impact on other sectors of the economy, 
inasmuch as unemployment increased, with the ensuing 
effects on internal demand. 


Between 1958 and 1961 the volume of construction 
diminished at an annual rate of 12.1 per cent (see again 
table 122) whereas, since the early fifties, it had been ex- 
panding at the high annual rate of 8.7 per cent. Obviously, 
a sudden contraction on such a scale in so labour- 
intensive an activity, with such dispersed demand, was 
bound to have serious implications for production and 
internal income. 


Although by 1964 construction had not succeeded in 
regaining its 1958 levels, during the last three years of the 
period under review it was expanding at an annual rate 
of 17.8 per cent, in consequence of the recovery in public 
and private investment, and partly also thanks to the 
incentives provided by the State and the facilities and 
credits accorded both by mortgage banks and by savings 
and loan associations for housing purposes. Moreover, 
the recovery in investment is taking place in conditions 
different from those prevailing in the past. Where public 
investment is concerned, its concentration in urban 
centres is becoming less marked, and in the case of private 
investment, the distribution of construction activities 
among the economic sectors is changing in accordance 
with the allocation of investment reviewed above. 


The group of activities forming the public utilities 
sector (electricity, gas and water) continued to expand 
rapidly, although not as fast as in 1950-58, when these 
services were still only just beginning to develop. The 
sector’s aggregate production increased at the high annual 
rate of 14 per cent from 1958 onwards. With respect to 
electricity, a fact worth stressing is that between 1958 and 
1964 electric power generation more than trebled (in 
terms of thousands of kWh), while the proportion of 
hydroelectricity increased with the entry into production 
of the Caroni plant. A significant indicator of consump- 
tion is the fact that in 1963 3.85 million inhabitants of 
Venezuela were provided with electricity services, as 
against only 2.4 million in 1959. According to provisional 
estimates, in 1964 residential electricity consumption 
expanded by a little over 10 per cent. 


To sum up, the foregoing analysis of the evolution of 
production by major economic sectors shows that in 


18 See Memoria del Banco Central de Venezuela, issues corre- 
sponding to the years in question. 


1958-64 fairly substantial changes took place in the 
structure of the total product. The most dynamic 
sectors were industry, agriculture and public utilities 
(production of electricity, gas and water), whose upward 
trend was steeper than that of the total product (see again 
table 122). On the other hand, mining as a whole tended 
to lag behind the other sectors. Construction, despite 
its expansion in the last three years, also witnessed a 
reduction of its share in the total product between 1958 
and 1964, as a result of the depression by which it was 
affected in 1960 and 1961. Lastly, it may be noted that 
the product of Government activities and other services 
(mainly personal) grew faster between 1958 and 1961 than 
that of the economy as a whole, so that the downward 
trend in the building industry was partly offset by the 
expansion of production and employment in these acti- 
vities. From 1961 onwards, the growth rate of services 
in general decreased, until by 1964 they accounted for 
much the same proportion of the total product as in 1958. 


Although it might be supposed that the vigour of 
Venezuela’s economic development during the post-war 
period would have permitted the large-scale absorption 
of manpower in activities with relatively high levels of 
productivity, structural unemployment in marginal 
activities where productivity is very low still constitutes 
a problem in Venezuela. Three factors in particular have 
militated against its solution: a population growth rate 
of 3.6 per cent per annum, which is one of the highest in 
Latin America and in the world; the extremely low degree 
of labour-intensity characterizing the most important 
production sector, i.e., petroleum,!® a feature which has 
become more marked with the reduction of employment 
in this industry in recent years (see table 126); and, prior 
to 1958, the concentration of investment in specific urban 
areas. 


With the decline of economic activity in 1960 and 1961, 
the unemployment problem was aggravated. According 
to official estimates, while the labour force expanded from 
2.37 million workers in 1958 to 2.57 million in 1961, 
employment figures rose only from 2.13 million to 2.20 
million, and the proportion of overt unemployment in 
relation to the labour force increased from 10.2 per cent 
to 14.3 per cent. In 1962 and 1963, although employment 
in the petroleum sector continued to decrease (see again 
table 126), the recovery in the economic growth rates of 
other sectors, and particularly the recrudescence of 
building activities, raised the level of employment by 
about 200,000 workers, so that the proportion of unem- 
ployment fell to 11.9 per cent in 1963. Hence, fewer 
persons were unemployed in 1963 (323,000) than in 
1958 (343,000), as a direct consequence of the fact that 
the labour force increased more slowly in the later years 
of the period than before, owing to the improvement in 
school attendance levels in the 15-plus age group. 
According to estimates, employment figures continued to 
rise in 1964 at the same rates as in the preceding years, 
although no data are as yet available. 


Despite the increase in employment in these years of 
economic recovery, Venezuela’s unemployment problem 
is still extremely acute, for, apart from registered un- 
employment, the real level of employment of the bulk of 


19 The petroleum industry, while accounting for less than 2 per 
cent of total employment in Venezuela, contributes over 20 per cent 
of the domestic product. 
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the labour force in agriculture, in artisan industry, and, 
generally speaking, in all services must likewise be taken 
into account. It is precisely for this reason that the 
National Development Plan for 1960-63 (Plan de Desar- 
rollo de la Nacidén) specifies the expansion of employment 
and the gradual elimination of disguised unemployment 
as one of its primary objectives. 


highly capital-intensive luxury building that had beer 
undertaken prior to 1958. 

As has been shown in earlier sections, there were 
specific factors which prevented income and the produc 
from contracting in 1958-61, despite the significant reduc: 
tion of investment after1959. The fact that so severe a con 
traction in imports of capital goods from 1958 onward: 


Table 126. Venezuela: Labour force, employment and unemployment, 1958-63 


1958 


1959 1960 1961 1962 1963 


Labour force . ‘ ‘ : 5, peep? 
Employment . ‘ 25129 
Employment in the petroleum sector : 
Unemployment ‘ é 5 : 343 
Percentage of labour force unemployed 10.2 


Percentage of total employment repre- 
sented by employment in the petro- 
leum sector . : 


Thousands of persons 


2,433 2,489 2,566 2,645 25115 
2,172 2,148 2,200 2,294 2,392 


43.2 40.6 36.9 34.2 33.3 
261 341 366 351 323 


Percentages 
10.7 13-7 14.3 13:3 11.9 


2.0 1.9 ibsf ils) 1.4 


1959-60 


Total employment 
Employment in the petroleum sector 


1960-61 1961-62 1962-63 


Annual rates of variation 


Sails! 2.4 4.3 4.3 
So —o.t —(.9. ee O 


Sources: For labour force and total employment data, CORDIPLAN;; for employment in the petroleum 


sector, Central Bank of Venezuela. 


(b) Evolution of imports and of import structure 


The contribution of imports to the aggregate supply of 
resources has contracted by one-half in the relatively 
short interval since 1958. In 1964, the level of imports 
was 30.2 per cent lower than in 1958, whereas in the same 
lapse of time the domestic product increased by 34.9 per 
cent. In other words, the import coefficient dropped from 
22.2 per cent to only 11.4 per cent (see table 127). The 
object of the present sector is to consider how the 
Venezuelan economy contrived to reduce its supplies 
from abroad on such a scale and at the same time to keep 
up a specific rate of development in internal economic 
activity. 

Up to 1958, Venezuela had maintained a high annual 
rate of development—rather more than 8 per cent— 
within the framework of an open economy, and its import 
coefficient had fluctuated between 20 and 22 per cent, 
exceeding 25 per cent in 1957, which was an exceptional 
year. Between 1958 and 1961 the coefficient fell from 22 
per cent to less than 15 per cent, basically because of the 
curtailment of imports, since the average growth rate of 
the product was inconsiderable during the years in 
question. This reduction of imports mainly affected 
capital goods (see again table 127), for two reasons: 
firstly, Venezuela had built up capital goods inventories 
as a result of the large-scale imports effected in the 
immediately preceding years; and, secondly, investment 
declined between 1959 and 1960 (see again table 119), 
particularly in the petroleum sector and in the type of 


did not appreciably affect production is also parth 
explained by the magnitude of the imports of such good 
effected in 1956, 1957 and 1958, thanks to which externa 
purchases could subsequently be reduced through fulle 
utilization of the machinery and equipment then installed 
For example, in 1959 the country was over-stocked witl 
construction machinery and equipment, and the domesti 
market was flooded to such an extent that in 196 
Venezuela re-exported capital goods for construction. 


Between 1960 and 1962, the coefficient of imports o 
capital goods in relation to gross fixed investment re 
mained constant, at about 30 per cent, and only in 196. 
and 1964 did it fall again in consequence of the grea 
expansion of investment in construction, which thu 
absorbed a higher proportion of total fixed investment. 


The reason why this increased investment in construc 
tion reduced the coefficient in question was that the build 
ing activities concerned were of a type that, in the firs 
place, was less capital-intensive in respect of machiner 
and equipment (especially in the case of residentia 
building), and, secondly, used steadily increasing quan 
tities of domestically-produced building materials, as i 
evidenced by the decrease in the import coefficient fo 
building materials in relation to gross fixed investment,’ 
which dropped from 6.6 per cent in 1958 to 3.9 per cen 


20 The reduction in the coefficient would be greater still if import 
were considered in relation to investment in construction, whic 
increased as from 1962 at a higher rate than total fixed investment. 


IJ. A Stupy or THE RECENT Economic S1TvATION IN SELECTED COUNTRIES 


121 


in 1964, and by the boom in domestic production of steel 
construction materials. 


It was in respect of consumer goods, however, that the 
import substitution process was most intensive. While 
total consumption expanded at an annual rate of 5 per 
cent in 1961-64, imports of consumer goods contracted 
by a little over 17 per cent. Consequently, the coefficient 
of imports of consumer goods in relation to total con- 
sumption dwindled year by year from 1959 onwards, 


5. BALANCE OF PAYMENTS AND ECONOMIC POLICY 


As was previously pointed out, from 1958 onwards the 
evolution and structure of Venezuela’ s balance of pay- 
ments underwent a change which, apart from its signifi- 
cant effects on over-all economic development, decisively 
influenced the Government’s economic policy. 

Both in 1956 and in 1957 the balance of payments 
showed a deficit on current account which amounted to 
570 million dollars in the latter year. These deficits, 


Table 127. Venezuela: Evolution of the import coefficient, by groups of commodities 


Imports 1950 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964% 
Absolute figures (millions of bolivars at 1960 prices) 
Consumer goods 995 1,040 OD Tiel as 1319 et. 806 wel 34870 1390 1 250 1.091, 15156 
Capital goods . 1,140 1,869 2,325 3,642 2,812 2,201 1,475 1,249 1,310 1,182 1,248 
Building materials 177 314 378 481 394 364 252 177 173 213 225 
Machinery and equipment 5 963 15545 1,947 3,161 2,418 1,837 1,223 1,072 1,137 969 1,023 
Raw materials and intermediate products 626 842 915 1,009 982 1,198 941 1,050 1,118 957 1,163 
TOTAL, commodity imports 2,721 3,741 4,197 5,800 5,112 5,205 3,764 3,689 3,679 3,230 3,567 
Import coefficients (percentages) 
Total commodity imports as a percentage of gross 
domestic product . DDO) 2 eee OMe tame en 20:8an 401453 13:4 Pe 11.4 
Imports of consumer ed asa percentage of total 
consumption i 4 8.6 aes 6.9 8.0 10.4 7.7 Teh 6.7 5:0. abe) 
Imports of capital goods as a percentage of gross 
fixed investment S415 520 40.9 ae OO Summr 4-00 33.3550: 8S.) S163 25:31) 2351 


Imports of building materials as a percentage of 
gross fixed investment . 5.3 6.0 
Imports of machinery and equipment as a percen- 


tage of gross fixed investment 29.0 29.5 
Imports of intermediate goods as a percentage of 
gross domestic product . 5 . x 5 py 4.5 


Source: ECLA, on the basis of official statistics. 


until by 1964 it had fallen to only 5.5 per cent, as com- 
pared with 8 per cent in 1958. The coefficient measuring 
the share of intermediate goods in the domestic product 
also decreased after 1962; but the explanation of this 
apparent anomaly lies in the fact that many imports of 
intermediate products, such as motor-vehicle parts for 
assembly, are still classified under imports of consumer 
goods. It may accordingly be assumed that the import 
coefficient for intermediate products slightly increased 
instead of declining in 1963 and 1964. Similarly, this 
would seem to imply that imports of consumer goods 
were really less than the final figures indicate, and, there- 
fore, that domestic production replaced such imports to a 
greater extent than is suggested by the relevant coefficients 
as shown in table 127. 


While at first the contraction of imports partly reflected 
the influence of a slackening of the economic growth 
rate, it is clear that import control policy, the changes in 
the structure of imports and the import substitution 
process that took place in the Venezuelan economy con- 
stituted the other specific and supplementary factors 
accounting for the drastic reduction of the import 
coefficient and, above all, for its maintenance at such low 
levels during the period when the rate of development was 
recovering after 1962. 


6.7 8.0 6.6 52) 5.3 4.3 4.1 4.6 4.2 


34:25 2.3 27.8 20.8 


4.5 4.4 4.2 4.8 3.7, 4.1 417 33 Sef, 


8 All the data for 1964 are provisional. 


however, were financed with the considerable increment 
in net capital inflows in the form of direct investment and 
loans to the public sector, by means of which, in addition, 
the monetary authorities’ reserves were augmented (see 
table 128). 


Although foreign investment income decreased during 
the years 1958 and 1959, import levels still remained 
relatively high, and the balance-of-payments deficit on 
current account was in the neighbourhood of 130 to 150 
million dollars. In contrast with the situation in 1956 and 
1957, when net autonomous capital movements had 
shown favourable balances of approximately 860 and 
1,480 million dollars, respectively, a capital outflow took 
place in 1958 and 1959, inasmuch as net direct investment 
sank to less than one-tenth of what it had been in previous 
years, and the country had to amortize loans that had 
been arranged by the public sector at earlier dates. 
Consequently, the financing of the deficit on current 
account and of the capital outflow now entailed intensive 
recourse to monetary reserves, the drain on which 
amounted to over 350 million dollars yearly. 

To mitigate the loss of reserves, in 1959 the Govern- 
ment drew up a schedule of imports for which permits 
were required, and at the same time increased the duties 
on another group of customs tariff items, with the two-fold 
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aim of reducing imports of luxury consumer goods commitments in connexion with the amortization of tht 
and encouraging import substitution in respect of other external public debt lessened in 1960, the net foreign 
types of goods by giving more protection to domestic investment figure was negative, especially in the petroleun 


Table 128. Venezuela: Balance of payments 
(Millions of dollars) 


1. CURRENT ACCOUNT 


Exports Imports seas Balanee 
‘or 
Year Services Net non- remuneration Pre. t 
Total Goods (tourist Total Goods financial of factors of acco 
trade) services production 


1956 2,218.6 2,218.6 — 1,526.7 1,169.8 + 292.8 —761.4 — 657 
1957 2,766.2 2,762.9 3.3 2,358.1 1,774.9 + 445.7 —976.6 —568.: 
1958 2,522.4 2,518.8 3.6 2,074.5 1,533.5 + 442.0 —601.5 —1533 
1959 2,358.6 2,354.8 3.8 1,980.3 1,513.2 + 378.3 —s125 —134, 
1960 2,396.4 2,392.7 3.7 1,465.1 1,140.2 +249.0 —516.4 +414: 
1961 2,455.3 2,452.0 3.3 1,443.1 1,094.6 +285.7 —56ies +444, 
1962 2,536.4 2,533.1 3.3 1,530.7 1,136.1 +324,2 — 643.1 +362. 
1963 2,558.8 2,555.0 3.8 1,360.5 998.0 +291.1 — 634.5 +563. 
1964 2,572.0 2,567.0 5.0 1,523.0 1,134.0 +304.0 —740.0 +309, 


2. FINANCING OF BALANCE ON CURRENT ACCOUNT 


A Net compensatory movements Total balance 
ei . —————————————— 
Year re ee ee peer, acct 
movements of- vaymenss Py ‘financing 
1956 > c 5 + 863.8 — —416.9 —377.4 + 69.5 
1957 > - 4 + 1,485.6 —_— —503.5 —413.6 + 568.5 
1958 ‘ t 5 —256.4 _— +395.9 +141 +153.6 
1959 z , ‘ —213.0 aa +344.9 +2.3 + 134.2 
1960 5 é F —312.6 + 200.0 +110.0 —412.3 —414,.9 
1961 5 A . —424,5 —33.3 +26.7 —13.6 —444,7 
1962 . é : —474.1 —66.7 —4.1 +182.3 —362.6 
1963 ; ‘ 5 —302.8 —66.7 —163.7 —30.6 —563.8 
1964 2 : —180.7 —33.3 —85.0 —10.0 —309.0 
3. NET AUTONOMOUS CAPITAL MOVEMENTS 
PG t : Net long-term loans ee 
Year inact To the To the transfer Other net Total 
eee private public Total payments movements 
sector sector 
1956 c . : +592.0 —1.3 +256.9 +255.6 +0.1 +16.1 +863. 
1957 : - ; +981.0 —1.1 +493.5 +492.4 +0.2 +11.9 + 1,485. 
1958 C 5 : + 88.6 +3.0 —213.0 —270.0 +0.1 —75.1 —256. 
1959 : i +53.1 +0.6 —287.3 —286.7 +0.1 +20.5 —213, 
1960 2 5 : —145.2 +7.5 —144.8 —137.3 +0.1 —30.5 —312. 
1961 5 2 : —70.4 +2.3 —85.5 —83.2 +0.2 —271.1 —424, 
1962 . : - —254.1 +2.7 —8.5 —5.8 + 0.2 —214.4 —474, 
1963 : 3 = —107.4 —0.2 —19.6 —19.8 +0.2 —175.8 —302. 
1964 z : —100.0 Be a —9.0 +0.2 —71.9 —180. 


Sources: Up to 1963, International Monetary Fund, Balance of Payments Yearbook, vols. 13, 14, 15 and 16; for 1964, estimates based on dat 
furnished by CORDIPLAN. 


industry. Similarly, the Government offered the private sector, and the net autonomous capital outflow exceede 
banks inducements to co-operate in restricting the out- 300 million dollars. Moreover, the flight of privat 
flow of foreign exchange. capital seems to have represented considerable sums 

Far from improving, however, the balance-of-payments and in the upshot the Government found itself compelle 


situation became critical in the following year. Although to negotiate a compensatory external loan of 200 milliot 
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‘ollars, and to adopt more energetic measures in the 
urse of 1960.74 


The basic principle underlying the measures applied 
as the maintenance of price stability and of free ex- 
ange markets, and as there had been an exceptional 
nerease both in the amount of money in circulation and 
deficit financing on the part of the public sector, the 
overnment decided to adopta stabilization policy, and to 
.pply monetary restrictions through the reduction of the 
Sentral Bank’s rediscounts to the private banking system 
md the curtailment of public expenditure. But these 
measures did not suffice, and in November 1960 the 
sovernment established exchange controls whereby, 
though the rate of 3.09 bolivars to the dollar was 
naintained for the oil companies, that of 3.35 bolivars 
o the dollar was kept in force only for a list of transac- 
ions specified in the legislation concerned. For all other 
ales and purchases of foreign exchange a free market 
vas established. The rate of exchange in the free market 
umped from 3.35 bolivars to the dollar to almost 5.0 
solivars in April 1961, but it subsequently fell, and was 
tabilized at about 4.50 bolivars as a result of the action 
aken by the Central Bank, which increased the supply of 
oreign exchange to the private banks in order to do 
way with the speculation that had begun in 1961 when 
he free market was instituted. 


The policy pursued by the Government of Venezuela 
yore fruit in that same year (1960), in the shape of a 
eduction of commodity imports by nearly 25 per cent, 
yy virtue of which a surplus on current account of over 
(00 million dollars was obtained. In the succeeding 
fears normal monetary expansion was allowed to take 
lace, and public expenditure gradually rose above its 
960 levels. But the maintenance of exchange controls 
exactly as they had been established in 1960), a further 
ncrease in customs tariffs in 1961, and, in 1962, the 
hortening of the list of transactions to be conducted in 
he controlled market, combined to keep the volume of 
mports more or less the same as in 1960. 

By the contraction of imports in relation to the 1956-59 
igures, two objectives were attained: firstly, the import 
ubstitution process was encouraged, and, secondly, 
urpluses on current account were secured, with which to 
mance the capital outflow that persisted up to 1964, 
Ithough after 1962 it became much less intensive. 
Yespite its continuance, largely through the outflow of 
irect investment (what is basically reflected here is the 
rocess of disinvestment in the petroleum sector which has 
een going on since 1960), the recovery of the economy 
ince 1962 has inspired investors of domestic capital 
jith new confidence, and by means of the surpluses on 
urrent account Venezuela succeeded in expanding its 
eserves in 1963 and 1964 by 164 and 85 million dollars, 
sspectively. Nor did the striking decrease in imports 
reatly affect over-all price levels, since it first came about 
t a time when demand was relatively stable, in 1960 and 
961, and later a healthy reaction was evinced on the 
omestic supply side. 

The stabilization policy whereby the Government aimed 
t remedying the balance-of-payments situation at the 
od of 1959 and in the year 1960 was necessarily bound to 


21 The relatively high figure for errors and omissions shown in 
¢ balance of payments (see again table 127) is generally taken as 
1 indicator of the flight of capital in 1960. 


attach importance to the monetary and fiscal aspects of 
the problem, since the money supply and public deficit 
financing had increased on an exceptional scale. The 
means of payment had almost doubled between 1955 and 
1958, as a natural consequence of the boom in the 
economy during that interval. For various reasons, 
deficit financing by the public sector, in its turn, had risen 
between the years 1958 and 1960. It had already reached 
a high level in 1956 and 1957, asa result of the exceptional 
inflow of revenue from the sale of concessions to the oil 
companies and the negotiation of external loans. Further- 
more, the Government had contracted heavy debts prior 
to 1958 by adopting the procedure of deferring payments 
to the private suppliers and contractors serving the public 
sector, and in 1958 it decided to meet all outstanding 
State commitments to avoid undermining the confidence 
of the private sector. It likewise expanded public services 
and raised the remunerations of State employees and 
workers in the course of 1958 and 1959. During these two 
years the bulk of the deficit was covered by the accumu- 
lated Treasury reserves, and also by additional public 
borrowing in 1959. 

In the belief that the expansion of the money supply 
facilitated the outflow of capital, the Government 
decided to adopt a policy of credit restriction in the 
monetary field, and to reduce deficit financing by cutting 
down ordinary public expenditure and making an effort 
to collect more revenue. This action had to be supple- 
mented by exchange measures in order to resolve the 
balance-of-payments crisis in 1960 and 1961, but after 
that the fiscal situation began to improve. The ordinary 
receipts of the public sector steadily increased, thanks to 
the raising of tax rates in 1958 and 1961, and the con- 
siderable amount of revenue obtained by the Treasury 
from the exchange differential?” up to the beginning of 
1964, when the exchange control system was abolished. 


Other factors that helped to increase fiscal revenue were 
the introduction of a more efficient system of tax collec- 
tion, and, of course, the recovery of the economy itself as 
from 1962. The rise in the level of ordinary income made 
it possible to eliminate public-sector deficits, with their 
potential effects not only on price levels but also on the 
balance of payments, and at the same time enabled public 
spending on investment and consumption to increase by 
gradual degrees. In their turn, the money supply and the 
volume of credit began to expand once more after 1962, 
but they did so more slowly than in 1955-58 and were 
more efficiently channelled, whether they originated in the 
public or in the private sector. 

In close connexion with the problems deriving from the 
external sector, the Government launched a new petrol- 
eum policy in 1958. Because of the importance of 
petroleum for Venezuela, this policy took into account 
long-term questions linked to the fact that petroleum is 
an exhaustible resource. It consisted primarily in increas- 
ing the share of the State in the oil companies’ profits; to 
this end, fiscal measures were adopted in 1958 which 
raised the share in question from an average of 53 per 


22 The Government purchased foreign exchange export earnings 
from the petroleum sector at 3.09 bolivars to the dollar, and from 
the mining sector at 3.33, afterwards selling them at 3.35 on the 
controlled market and at an approximate average rate of 4.50 in 
the free market, when this was set up on the establishment of 
exchange controls. The differential was allocated to the Treasury 
as ordinary income. 
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cent in 1950-58 to about 67 per cent in subsequent years. 
The second principle underlying petroleum policy was 
expressed in the decision not to grant additional explora- 
tion and production concessions to foreign private 
companies. In addition, the Venezuelan Petroleum 
Corporation (Corporacién Venezolana del Petrdleo— 
CVP) was established, so that the State could play a 
direct part in the extraction and refining of petroleum. 
A practical system of co-operation in the production 
process between the oil companies and CVP is at present 
under study, and would operate through service contracts. 


It has been shown how the deterioration of the external 
sector affected the rate of development in 1958-61, and 
how it influenced in their turn the economic policy 
measures that were adopted. It can also be seen how 
import substitution became one of the principal dynamic 
elements in the Venezuelan economy during the phase of 
recovery in the economic growth rate that began in 
1962. 


This recovery must be measured in terms not only of 
the rate of development, which was about 6.6 per cent in 
1961-64, but also of the economic opportunities and 
difficulties that lie ahead. The opportunities are repre- 
sented by the diversification of the economy that is being 
achieved through import substitution, and the solution of 
balance-of-payments problems, which has brought about 
an improvement in reserves in the last two years, as well 
as the abolition of exchange controls. The difficulties are 


closely linked to the disinvestment that has been u 
remittingly taking place in the petroleum sector ever sin 
1960, and to the competitive position of Venezuel 
petroleum on the world market. 


Were this petroleum situation to persist, it might w 
have serious implications for the Venezuelan economy 
the end of the present decade. With a view to remedyi 
it, the authorities are pursuing an active policy in supp¢ 
of the stabilization of world petroleum prices through t 
Organization of Petroleum Exporting Countries (OPEC 
and at the same time are studying the service contra 
between the State and the oil companies, with a view 
encouraging investment in petroleum. 


For the time being, the Venezuelan Government do 
not expect the annual rate of expansion of petroleu 
exports to exceed 4 per cent, and its short and mediut 
term economic policy pivots upon import substitutic 
In this connexion, it is considering an experiment 
supplementary promotional action whereby the Ste 
agencies would undertake to study on their own accou 
existing import substitution opportunities, and subs 
quently to execute the projects in close collaboration w1 
entrepreneurs. Lastly, although Venezuela still regar 
petroleum as likely to be its basic export line for mai 
years to come, it is already beginning to take a serio 
interest in the possibilities of exporting manufactur 
products, either within the Latin American comm 
market, or to the world market. 


H. ECUADOR 


1. THE EVOLUTION OF ECUADOR’S ECONOMY AFTER 1950 

The growth of Ecuador’s economy from 1950 on- 
wards is characterized by two main factors: the depen- 
dence of the growth of the gross domestic product upon 


At the beginning of the fifties, the per capita grc 
domestic product and real income increased respective 
by 2.5 and 2.1 per cent annually, as a result of the boo 
in exports and the expansion of their purchasing pow 


Table 129. Ecuador: Growth of domestic product and of real income, total and per capita 
(Cumulative annual growth rates) 


Gross 


domestic Real 
Period product income 
Total 

1950-55 : “ ; 5.4 0 
1955-60 3 A 5 4.5 3.9 
1960-64# : ; ‘ 3.6 a2 
1960-61 : ; : 2.4 Dall 
1961-62 m 6 ; 4.5 4.7 
1962-63 ‘ 5 : BPA ils) 
1963-64# A 4 : 4.0 4.4 


Gross 


domestic Real 
Population product income 
Per capita 
29) ORES ot 
32 1,3 0.7 
3.1 0.5 0.1 
Bie —0.8 —1.1 
2.8 1.7 1.9 
3:2 0.0 Ld 
See 12 12, 


Source: ECLA, on the basis of official statistics. 


the expansion of the external sector, which has been a 
distinguishing feature of the country’s comparatively 
outward-directed economic development, and the relative 
deterioration in the growth rate between the first half of 
the fifties and the period covering the first four years of 
the sixties. 


® Provisional figures. 


(see table 129 and figure XVIII). In the middle of t 
decade, the decline in the unit value of exports caused t 
growth of imports to come to a standstill, although t 
volume of exports continued to expand. The annu 
growth rate of the per capita gross domestic produ 
dropped from 2.5 per cent to only 1.3 per cent. Since th 


lecline is due essentially to the deterioration in the terms 
yf trade, economic growth in terms of real income 
Jackened even further and eventually came to a stand- 
till in absolute figures. 


_ During the sixties the purchasing power of exports 
‘ose only very slightly and the rate of growth of the 


‘igure XVIII. Ecuador: Evolution of the gross product, real income 
and the external sector 
(A) GROSS PRODUCT AND REAL INCOME 
(Index : 1950 =100) 
Semi-logarithmic scale 
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product was below the figure for the second half of the 
fifties. The annual growth of the per capita domestic 
product in 1960-64 was only 0.5 per cent, compared with 
1.3 per cent in the second half of the fifties and an average 
of 2.5 per cent in the first half. Similarly, there was a 
deterioration in the terms of trade, and real per capita 
income remained fairly steady in 1960-64 (see again table 
129 and figure XVIII). 


2. THE EVOLUTION OF THE EXTERNAL SECTOR 


The expansion of the external sector is basically 
attributable to Ecuador’s banana exports, which more 
than trebled in volume between 1950 and 1955, and 
doubled between the latter year and 1964. Thus, in the 
last five years, bananas have come to represent approxi- 


mately 60 per cent of the total value of Ecuador’s exports, 
as against a little over 40 per cent during the first three 
years of the fifties which marked the beginning of the 
banana boom, but when coffee and cocoa exports were 
more important in relative terms. 


Up to 1953 the larger banana exports were channelled 
to the United States market, partly because of the dis- 
placement of Central America as a supplier. After that 
year, sales to the United States grew far more slowly, as the 
market had become saturated. About that time Ecuador 
gained access to the Western European markets (mainly 
the Federal Republic of Germany), whose banana 
imports from this country increased more than four-fold 


64 
(B) EXTERNAL SECTOR 
(In_millions of 1950 dollars) 
Natural scale 
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Source: ECLA, on the basis of official statistics and International 
Aonetary Fund publications. 


between 1953 and 1959, and in the latter year absorbed 
over 30 per cent of Ecuador’s total exports of this 
commodity. Thus, Ecuador was able to maintain the 
growth rate of exports from 1953 onwards, but 1960 
witnessed a decline in respect of Western Europe’s 
banana imports, partly because of the relatively high 
level of per capita consumption reached by the Federal 
Republic of Germany (see table 130). 


Between 1960 and 1964 Ecuador contrived to continue 
expanding its exports of bananas as a result of Japan’s 
purchases, which went up from 0.2 million stems in 1961 
to over 8 million in 1963. A factor influencing this 
increase was the low per capita consumption of this fruit 


Table 130. Ecuador: Exports of bananas, by area of destination 


Total United States Western Europe Latin America Japan 
a Millions Percentage Millions Percentage Millions Percentage Millions Percentage Millions Percentage 
of stems of stems of stems of stems of stems 
950 6.6 100.0 5.4 81.8 0.6 9.1 0.6 O71 — — 
951 9.6 100.0 8.5 88.5 0.4 4.2 0.7 163 _ == 
952 16.8 100.0 14.8 88.1 LZ 7A 0.8 4.8 — _ 
953 15.8 100.0 12.8 81.0 2.1 1353 0.9 5.7 _— = 
954 19.2 100.0 13.8 11.9 4.5 23.4 0.9 4.7 — == 
955 23:9 100.0 16.9 70.7 6.3 26.4 0.7 2.9 —_— —— 
956 22.6 100.0 16.1 PAD! 5.8 Da 0.7 Sul —_— = 
957 26.1 100.0 16.6 63.6 8.6 33.0 0.9 3.4 —_— = 
958 27.9 100.0 14.9 53.4 11.8 42.3 1:2 4.3 — — 
B59 34.5 100.0 21.8 63.2 ii2 32:5 1.5 4.3 _ — 
960 . 34.9 100.0 24.3 69.5 9.1 26.1 15 4.3 — = 
961 33.0 100.0 2122 64.2 9.7 29.4 1.9 5.8 0.2 0.6 
962 35.3 100.0 22.4 63.5 9.6 27.2 il) 5.4 1.4 4.0 
963 42.2 100.0 22.2 52.6 Oe) 23.5) 1.9 4.5 8.2 19.4 


Source: Central Bank of Ecuador, Memorias covering financial years 1961 and 1963. 
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still recorded in Japan, which tends to rise in line with 
per capita income growth. Japan’s imports of bananas 
from Ecuador were also due to the fact that the banana 
crop in China (Taiwan), the traditional supplier of the 
Japanese market, has been poor in recent years. When 
these crops improved in 1964, Ecuador’s sales to Japan 


last two years because of the drop in banana price 
However, this did not result in a lessening of the volum 
of imports since the purchasing power of exports ro: 
by 10 per cent between 1961 and 1962 and remaine 
steady in the next two years thanks to the increase in th 
volume of exports (see table 132). 


Table 131. Ecuador: Evolution of external sector 
(Millions of 1950 dollars) 


Purchasing 
Volume Effect 
power of Net Imports 
Year “food raderwiin. «<< G>artsaof, external’ © of goed external 
Spligiash espe Ce ae tourist payments services Financing 
oge trade 
1950 c : 74.7 — 74.7 7.8 47.5 —19.4 
1955 : . 104.7 +0.2 104.9 16.6 108.0 +19.7 
1960 ‘ : 171.1 —44.1 127.0 19.3 123.6 +15.9 
1961 ‘ ; 169.8 —44.4 125.4 21.3 127.6 +23.5 
1962 : : 185.9 —47.8 138.1 17.9 127.6 +7.4 
1963 : : 200.9 — 64.0 136.9 14.5 129.5 FTA 
1964® : 3 199.3 —63.9 135.4 iNeyey 158.7 + 39.0 
Source: ECLA, on the basis of official statistics ® Provisional figures. 
and International Monetary Fund data. 
Table 132. Ecuador: Purchasing power and imports of goods and services 
(Millions of dollars) 
Total purchasing power 
Annual pS of x Begs aries ee 
t. t t t 
Ass op seis’ Perenien een eae ca Sub-total poe Total : end Balane 
period capital factor balance-of- RNG oho on services 
Tourist movements payments payments COU SSIONS: 
Goods trade Total loans 
1951-55. 100.9 24 103.0 Si —14.1 94.6 —3.7 90.9 93.2 = 
1956-60 . 136.3 3.6 139.9 14.9 —22.0 132.8 —0.1 132.7 130.6 +2. 
1960 . . 146.1 3.8 149.9 17,5 —22.8 144.6 23 142.3 145.9 —3: 
1961 . > PAY 4.7 136.7 14.4 —23.2 127.9 — 2a 125.8 139.2 —13: 
1962 . . 148.6 4.7 1153°3 22.4 —19.9 155.8 —2.0 153.8 141.6 +12. 
19635 . 150.4 7.0 157.4 11.1 —16.7 151.8 +7.8 159.6 148.9 +10. 
1964» . 5 EHO 2 VES 162.5 56.1 —18.9 199.7 —5.0 194.7 190.5 +4, 


Source: International Monetary Fund (IMF), Balance of Payments 
Yearbook, vols. 12, 13, 14 and 15. 


"This balance is equal and of opposite sign to gross income in 


diminished; hence, the prospects of a continuing expansion 
of Ecuador’s banana exports to other countries are less 
encouraging, and this has prompted the Government to 
explore new markets among the European countries with 
centrally planned economies, and to take other steps that 
will be described later. 

The increase in banana exports between 1950 and 1955 
was accompanied by a corresponding rise in the unit 
value of total exports (see table 131). Accordingly, the 
purchasing power of exports grew during that period at 
an average rate of 7 per cent annually, and imports by 
at least 13 per cent, since the capacity to import also 
increased as a result of net external financing. After 1955 
the terms of trade deteriorated owing to the drop in 
coffee prices (see again table 131 and figure XVIII). This 
trend persisted up to 1964, becoming worse during the 


respect of trade arrears and balance-of-payments loans, plus variatio 
in the monetary authorities’ net reserves (increase —). 


> Provisional figures. 


In 1961 both the volume and the purchasing power | 
exports had shrunk, and, in order to maintain imports | 
a high level, the Government was forced to draw on i 
monetary reserves. Consequently, with a view to mai 
taining the stability of domestic prices and of the currenc 
in the two ensuing years the Government of Ecuad 
kept in force the restrictions it had been imposing ¢ 
imports, concurrently with a stricter control of w 
registered trade, which in Ecuador represents quite 
considerable volume. In addition, it decided to curb tl 
demand for imports by reducing public investment, whi 
dropped in real terms by nearly 35 per cent between 19( 
and 1963, while the total investment coefficient wi 
respect to the product declined from 15.8 to 14.1 p 
cent. Hence imports did not rise in 1962 and 1963 
spite of the fact that total purchasing power increas« 
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720 per cent as a result of the net inflow of autonomous 
pital. 

From the monetary and balance-of-payments stand- 
int the Government’s policy was successful, in that 
wring the past two years Ecuador has accumulated 
serves at a rate of some 10 million dollars annually. At 
© same time the value of the sucre rose on the free 
arket, the exchange rate falling from an average of 


export agriculture expanded considerably, agriculture for 
home consumption did not, for the well-known reasons 
connected with the structure of land tenure and produc- 
tion systems. As a result, the increase for the sector as a 
whole in 1950-55 is only 3.6 per cent as against 5.2 per 
cent for the over-all gross domestic product. 

Industry grew at the same pace as the product if an 
average is taken for the fifties; the pace was slow at first 


Table 133. Ecuador: Cumulative annual growth rate of the product, by sector® 


Sector 1950-55 1955-60 1960-63 1960-61 1961-62 1962-63 1963-64» 
Agriculture 3.6 4.5 2:3 5.8 6.6 3.6 —0.4 
Mining and quarrying 6.7 4.6 0.4 3.8 0.9 —3.4 9.5 
Manufacturing industry 3.9 5.7 B44! 0.5 5.8 32) 8.6 
Building 8.0 10.6 —0.3 —1.1 1.9 —2.1 4.4 
Electric energy, gas and water 22.0 5.7 9.4 20.3 6.7 21 9.8 
Transport and communications 6.4 as) Ts —0.7 4.0 12 BY) 
Trade and finance 9.6 4.8 alt 27, 5.0 127 6.4 
Ownership of dwellings 4.2 19 3.3 —0.8 6.1 4.8 4.1 
Public administration and defence 6.2 4.3 5.0 10.9 1.1 83 33 
Other services 4.3 4.5 1.1 0.3 Se) —0.8 3.9 

TOTAL Oe, 4.6 Su, 3.4 5:2 2.4 357, 


Source: ECLA, on the basis of official statistics. 
4 Estimate based on the figures for the domestic 


2.59 to the dollar in 1962 to 20.51 in 1963 and 18.53 in 
64. 

Partly as a result of the reduction in public investment 
ad the very curtailment of imports, the annual growth 
ite of the gross domestic product was barely 3.9 per cent 
etween 1961 and 1963. In 1964, Ecuador’s purchasing 
ower increased far more rapidly than in the three 
receding years due to a sharp rise in the net inflow of 
<ternal autonomous capital which exceeded 50 million 
ollars. Thus, some of the import restrictions could 
e lifted. Likewise, according to the data available, that 
sar witnessed a recovery of public investment. As a 
sult, imports increased in volume by a little over 23 per 
ent; but from official provisional estimates it would 
ppear that the growth rate of the gross domestic 
roduct, in real terms, was no more than 4.4 per cent. 


3. INTERNAL DEMAND AND SECTORS OF PRODUCTION 


The lack of proper regional integration, the high 
mncentration of income and the very narrowness of the 
yarket have caused Ecuador’s economic growth, which 
as been stimulated by the external sector, to be concen- 
ated since the fifties in those activities that are most 
ependent upon the export and import trade. 

The sectors attaining the highest rates of growth in 
sal terms during the fifties were precisely those that 
epended on foreign trade, either directly, as in the case 
f the trade and financial sector, or indirectly, as in 
uilding, which is promoted essentially by the high 
nd medium income sectors. Such activities expanded 
ver and above the average growth rate of the gross 
omestic product (see table 133). 

Agriculture, which in 1955 represented 36.1 per cent 
f the gross domestic product, has been an important 
ictor in determining the over-all growth rate. While 


product at factor cost, in 1960 sucres. 
b Provisional figures. 


and faster at the end of the decade when some form of 
import substitution was under way. Broadly speaking, a 
proportion of the manufacturing enterprises expanded 
dynamically during the period concerned, but artisan 
industry still absorbs over 85 per cent of industrial 
employment, a factor which tends to slow down the 
vigorous growth of the sector considered as a whole. 


The early sixties marked a variation in the sector’s 
growth which in some degree explains the drop in the 
growth rate. From 1961 onwards there was a slackening 
in the growth rate of the electric energy sector; in 1960-64 
the transport sector expanded far more slowly than in 
1955-60; and the building rate remained at a standstill. 


The less intensive growth of the electric energy sector 
was largely a natural consequence of the fact that the 
rates prevailing in the fifties were very high, owing to the 
previously low level of electric energy generation. The 
two remaining sectors suffered from the contraction of 
public investment, which was not the result of a reduction 
in public savings, since, on the contrary, the latter 
increased in 1963 owing to the more efficient systems of 
collecting revenue. Despite this fact, transfers to the 
private sector went up by 47 per cent and 66 per cent in 
1962 and 1963, respectively, in comparison with 1960, 
through the increase in pensions and other social service 
payments. Additional burdens on this type of expenditure 
were the payment of international contributions and the 
servicing of the external debt. The increment in these 
commitments, combined with the fact that consumer 
expenditure also rose slightly, brought about a reduction 
in the expenditure on investment programmes, particu- 
larly in building and transport (see tables 134 and 135). 


According to the provisional data available, by 1964 
public investment programmes in these sectors seemed to 
be frankly on the road to recovery, since revenue had 


Part One. Toe Latin AMERICAN Econo 


128 
increased still further as a result of the tax measures As distinct from what happened in the fifties, 
adopted, and the transfers to the private sector had failed 1960-63 the growth of agriculture outstripped that of 
to expand at the rate recorded in previous years. economy as a whole. This is explained in part by 
Mining, for its part, grew less rapidly during the period expansion of export crops and also by the boom in cert 
concerned because of the reduction in petroleum extrac- sectors such as livestock. However, this does not m« 
tion. Between 1960 and 1963 the manufacturing industry that the limitations of Ecuador’s agriculture as rega 
Table 134. Ecuador: Gross domestic capital formation and savings, by economic sector 
(1960 sucres) 
Total savings 
Gross domestic capital formation 
Year Internal 
Public Private Total External 
Public Private Total 
1960. 7 ; 902 1,179 2,081 513 1,224 15737 344 
196155. 6 ; 925 1,283 2,208 592 1,122 1,714 494 
1962iae, i ; 735 1,472 2,207 548 1,390 1,938 269 
196355 : 5 602 1,581 2,183 IM 1,394 DAZS 58 
Source: ECLA, on the basis of official statistics. 
Table 135. Ecuador: Gross product, real income, investment, consumption and external sector 
1959 1960 1961 1962 1963 196 
Millions of 1960 sucres 
Gross domestic product 6 5 p 0 11,310 14,060 14,396 15,037 15,520 16,2 
Real income 5 5 e : ‘ : 11,311 14,060 14,470 15,041 aa Bic 
Total investment . , : 5 c c 1,849 2,081 2,209 2,207 2,183 2,3 
Fixed investment f c 3 : 5 1,574 1,856 1,926 1,901 1,855 1,9 
Machinery and equipment 5 ; 8 697 794 819 876 ar RP 
Building é a ‘ : : a 877 1,062 1,107 1,025 Ss Fr. 
Total consumption 5 : j ‘ - 9,846 11,925 12,211 12,625 ipso 14,0 
Public 5 f F : 5 5 . 1,406 1,813 1,974 2,018 2,031 2,1 
Private Su/e- wes co ie 8,440 10,112 10,237 10,607 10,920 11,9 
Exports of goods and tourist trade . : ; ee 2,530 2,516 2,761 2,964 2,9 
Imports of goods and services q ; - 2ST, 2,476 2,540 2,556 2,578 33 
1955-60 1960-64 1960-61 1961-62 1962-63 1963- 
Annual rates of growth 
Gross domestic product ; ; : 4 4.4 3.6 2.4 4.5 Cy 4 
Real income : ; : : : ° 4.4 are 20 3.9 ive me, 
Total investment . : 6 ; : 5 2.4 3.1 6.2 —0.1 —1.1 7 
Fixed investment : : ? . : 3.3 1.8 3.8 —1.3 —2.4 7 
Machinery and equipment : ‘ ‘ PY, nee 3.1 7.0 
Buildings F : F , . 3 3.9 ah 4.2 —7.4 aed 
Total consumption : : ; 5 é 3.9 4.2 2.4 3.4 2.6 8 
Public é A é 4 "| - Byes 3.7 5.4 22 0.6 3 
Private. ‘ : 3 . 2 5 Shi/ 4.3 Iz 3.6 3.0 9 
Exports of goods and tourist trade . , 3 7.4 4.0 —0.6 9.7 7.4 —0 
Imports of goods and services 4 : 3 2.8 6.4 2.6 0.6 0.9 23 
Source: ECLA, on the basis of official statistics. ® Provisional figures. 
also maintained a slower growth rate than that of the production for the home market have been overcon 
product, although it quickened in 1964. Provisional on the contrary, agriculture was the sector chie 
estimates indicate a growth rate of over 7 per cent, which responsible for lowering the growth rate in 1964, sin 
was due to the entry into production of many of the according to the provisional data available, its prod 
industrial projects started in previous years under the fell somewhat short of the 1963 levels. The producti 
Industrial Development Law, and to additional external of two export commodities—rice and cocoa—declined 


financing. 44.8 per cent and 16.8 per cent, respectively. Moreov 
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en though livestock production pursued its 1963 up- 
ard trend, the remaining agricultural commodities for 
ymestic consumption either increased very little or 
clined sharply, as in the case of wheat and maize. 
qus, although 1964 marked a recovery in other sectors, 
e standstill in agriculture limited the increase in the 
tal domestic product. 


THE NATIONAL PLAN, 1963-73, AND ECONOMIC POLICY 
IN 1963 AND 1964 


The foregoing review shows a considerable growth of 
e external sector, as well as the maintenance of relatively 
able domestic prices during the last few years. Never- 
eless, the growth attained by Ecuador’s economy has 
yt been satisfactory if measured by the per capita rates 
t the product established at Punta del Este, or by those 
hieved by the Ecuadorian economy itself during the 
ties. In fact, the per capita product increased by only 
6 per cent in the last four years, as compared with 2.5 
id 1.3 per cent in the first and second half of the fifties, 
spectively. 

In the National Plan, 1963-73, the Ecuadorian Govern- 
ent reviewed the over-all requirements that must be 
et in order to attain a per capita growth rate ranging 
tween 2.8 per cent and 3.0 per cent. In the first place, 
dwelt on the growth needs of the external sector and the 
ternal and internal financing needs covered by the Plan. 
ven more importance is attached to the bottlenecks 
hich it is considered imperative to solve if the growth 
te envisaged is to be attained. These are mainly on the 
pply side, although it is also deemed important to 
‘omote the growth of internal demand through a more 
uitable distribution of income. 

In particular, the Plan envisages removal of the existing 
yttlenecks affecting transport in order to achieve a 
‘tter regional integration within the country. As regards 
come distribution, a land settlement and agrarian 
form plan is contemplated, as well as social improve- 
ent targets through investment in health, education and 
using. An improvement in the infrastructure of energy 
id irrigation, the promotion of possible export industries 
id import substitution in labour-intensive industries are 
her aims of the Plan (see chapter VIII of the present 
irvey). 

Partly with those ends in view, but also taking into 
count the more pressing difficulties that have arisen 
om time to time, the Government adopted a number of 
onomic policy measures in 1963 and 1964. The most 
‘portant step with respect to trade policy was the decree 
acted in 1964 establishing a system of compensatory 


trade between Ecuador and the European countries with 
centrally planned economies. The system provides for the 
trading of Ecuadorian bananas for machinery and 
manufactured products from those countries and will be 
handled by an ad hoc committee composed of Ecuadorian 
Government andCentral Bank officials. 


With the object of encouraging private investment and 
facilitating the use of external credit for imports of capital 
goods, prior deposits are no longer required for imports 
financed by loans from international agencies or private 
persons and institutions abroad. Banking and monetary 
policy, for its part, continued to be used to counteract 
cyclical fluctuations deriving from the greater activity 
during the banana harvest season and the reduced 
activity during the remainder of the year. In this respect, 
bank holdings have been increased during the former 
period and reduced during the latter, and primary credit 
and prior import deposits have varied in line with the 
compensation objectives of this policy. 


In the last two years, a number of administrative and 
tax measures aimed at improving the public sector’s 
efficiency and raising its revenue has also been adopted. 
Foremost among the first group is the enactment of a 
tax code and a register of taxpayers, as well as the sup- 
pression of certain State departments, while others have 
been transferred to the central government budget. The 
second group of measures includes the issue of a new 
income tax law and the consolidation of several national, 
regional and local charges. Although the law is intended 
to rationalize the collection of income tax, it accords 
certain exemptions and deductions as an incentive to 
savings and investment, and embodies in the tax system 
the income deriving from agriculture as well as presumed 
income in respect of urban property. 


The most important measures, however, are the legisla- 
tion on agrarian reform and unimproved land enacted in 
1964. The essential purposes of this legislation as regards 
land tenure reform is to alleviate the ills inherent in the 
small-holding and to increase the area under cultivation. 
In this respect, a maximum area is established per head 
(2,500 hectares in the coastal belt in addition to 1,000 
hectares of savannah, and 800 hectares in the sierra plus 
1,000 hectares of pdramos), with any land in excess of these 
figures subject to expropriation. It is estimated this will 
permit the distribution of over 200,000 hectares of arable 
land. It is hoped that these two laws will provide a basis 
for the expansion of agricultural output for home con- 
sumption, and at the same time serve to promote land 
settlement projects and to mitigate the existing pressure on 
land in certain parts of the country. 


I. PARAGUAY 


After a decade of virtual stagnation the Paraguayan 
onomy showed signs of vigour in 1960, with an increase, 
ough only moderate, in real per capita income. This 
rease was due mainly to a rise in domestic production, 
t was also partly attributable to an improvement in the 
s of trade, which had declined progressively through- 
t the preceding five years. 

The rate of economic development has been far from 
ble during the last four years; in 1961 and 1963 there 


was a relatively rapid growth of the gross domestic 
product, whereas in 1962 the growth rate was not even as 
high as the demographic growth rate and, moreover, 
there was a fall in export prices (see table 136). In 1964 
the growth rate again declined, but remained close to the 
average for 1960-64, and above the high and increasing 
rate of population growth. 

The evolution of the main components of final demand 
has fluctuated sharply in recent years, both as to their 
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contribution and their development rate. Investment 
increased faster than consumption during 1961 and 1964, 
but fell sharply in 1962, and remained unchanged in 1963 


Table 136. Paraguay: Growth rate of the per capita gross domestic 
product and per capita real income 


(Annual cumulative growth rates) 


Gross Gross 
B Real 3 Real 
: domestic cacBnia . domestic fiaGare 
Period product Population product 
Total Per capita 


1950-55 3.0 3.3 2.3 0.7 1.0 
1955-60 2.4 13 2.5 —0.1 hed 
1960-64 3.6 4.0 2.5 1.1 1:5 
1960-61 5.7 5.8 2.5 3.2 3.3 
1961-62 1.6 itil Pas —O:9 —1.4 
1962-63 4.0 4.6 2.6 1.4 2.0 
1963-64 3.1 4.4 2.6 0.5 1.8 


Source: ECLA, on the basis of official statistics. 


(see table 137). This period can be described in broad 
terms as one of contraction in the relative volume of 
investment, whose growth rate was much lower than in 


in 1963. Furthermore, the stagnation of Paragua’ 
foreign trade has resulted since 1961 in a sharp decline 
the import and export coefficients, leading to a drop int 
relative share of exports in total demand and of impo 
in total supply. 

An analysis by sectors of Paraguay’s gross domes 
product shows that the changes that occurred over t 
short term were due largely to changes in agricultu 
production, and to the effect of external demand on be 
the agricultural sector and the economy as a whole (§ 
table 138). However, the table shows that over the lo 
term the trend is towards a lower contribution by tl 
sector to the total production of goods, and to 
increase in the contribution of services, both the ba’ 
services and the rest of the tertiary sector. 

During the past four years the long-term trend towai 
an increase in the relative importance of the servic 
sector has changed because of the more rapid devel 
ment of industry, agriculture and, to a lesser exte 
mining. In the agricultural sector the increases we 
mainly in crop production, since there was little 
pansion in livestock production. One change of imps 
tance to the economy was the increase in the producti 
of cash crops for export. 

The mining section is small, and consists mainly 
quarries whose level of activity is determined by wk 


Table 137. Paraguay: Gross product; consumption and investment 


1950 1955 1960 1961 1962 1963 1964 
Millions of 1960 guaranis 

Gross domestic product . 5 26,473 30,609 34,523 36,483 37,049 38,543 39,723 
Total investment . : ; 2,090 3,518 5,797 6,111 5,803 5,798 6,209 

Private : ‘ : F 1,689 2,860 4,412 4,797 4,851 4,638% 5,000 

Public ; ; 3 : 401 658 1,385 1,314 952 1,160 1,2092 
Total consumption . : : 23,177 28,485 28,738 29,983 30,294 32,303 33,468 
Exports of goods and the tourist 

trade . ; ; ; : 5,070 3,942 6,117 7,196 6,788 6,264 6,559 
Imports of goods and services . 3,864 5,336 6,129 6,807 5,796 5,822 6,513 


1950-55 1955-60 


1960-64 1960-61 1961-62 1962-63 1963-64 


Gross domestic product . F 3.0 2.4 
Totalinvestment . . = 11.0 10.5 
Private 3 : é é Tit 9.1 
Public i Z . ; 10.4 16.0 
Total consumption . ; F 4.2 0.2 
Exports of goods and the tourist 
trade . f ; : ; —4.9 9.2 
Imports of goods and services . 6.7 2.8 


Annual growth rates (percentage) 


3.6 5.7 1.6 4.0 Sol 
EY 5.4 9.0 See Onk 7.1 
3.2 8.7 Lip 44 7.8 
Se eae ey a) 21.8 4.2 
3.9 4.3 0.9 6.8 3.6 
1.8 17.6 St ede 4.7 
ls) 1” 149 0.4 11.9 


Sources: Basic statistics; Technical Planning 
Secretariat; OAS/IDB/ECLA Advisory Group on 
Planning in Paraguay, and Cuentas Nacionales de 


the preceding decade, while the level of total domestic 
consumption was higher. The result was a fall in the 
investment coefficient, which in 1953, had been over 19 
per cent of the gross domestic product, as against 15.6 
per cent in 1964. The drop in the proportion of invest- 
ment was mainly due to the sharp fall in public investment 
in 1961, and even more in 1962, and in private investment 


la Repiblica del Paraguay. 
® Estimates. 


happens in the construction industry. The small size 
the domestic market has limited industrial developme: 
and import substitution has not played the same maj 
role as in other Latin American countries in effecti 
long-term changes in the structure of production. Ho 
ever, this sector has recently shown signs of greater vigol 
Industrial development took place mainly in the proc 


. A Stupy or THE REcENT Economic SITUATION IN SELECTED COUNTRIES 131 


1g of primary products for export, but also in the pro- However, the rate of expansion in construction has 
ction of some non-durable consumer goods for the recently fallen off appreciably. 

ymestic market, such as textiles. The most marked The roads built or improved are those linking the main 
pansion was in meat packing, cotton ginning, tobacco production centres with consumption and shipment areas, 


Table 138. Paraguay: Changes in the structure of the gross product® 


Percentage of total gross 


ooo domestic product Annual growth rates 
"1950 1955 1960 1964. 1950-55 1955-60 1960-64 1960-61 1961-62 1962-63 1963-64 
sriculture . F 3 & é 39 Sears vieoO:4 oe Sack 1.9 17 4.0 6.9 TS 5.4 2.4 
ining . : 5 F ‘ - 0.1 0.1 0.1 0.1 0.5 8.5 She) — —19,3 52:2 _ 
dustry 4 E c F 5 18.5 16.9 15.9 17.4 1.1 1.3 5.9 9.5 0.8 6.8 6.8 
ystruction . é : ‘ - 1.6 1.7 2.4 7253) ahs) 10.2 Pe —9,5 12.8 2.4 4.5 
ectricity, water and sanitary services 0.3 0.5 0.7 0.8 12.5 11.8 4.5 Pda 7.8 4.5 by? 
ansport and communications Ss 4.5 4.3 4.0 4.3 2.0 0.9 5.6 10.3 1.9 6.1 4.4 
ade and finance . ‘ 5 , hime ltd e220 20:8 Ti? 3.0 Zell 3.8 12 1.7 1.6 
using ‘ i * 3.6 3.6 Shel SiS) 3.0 2.8 2.4 3.0 3.0 0.5 3.1 
yvernment . ‘ F : ‘ 5.3 4.5 4.5 3.9 —0.3 2.5 —0.1 —2.3 0.7 — 1.1 
her services 2 ‘ ‘ ‘ 9.1 93 10.3 9.8 3.7 4.1 2.6 5.9 1.0 1:2 2.2 
TOTAL 100.0 100.0 100.0 100.0 3.0 2.4 3.6 aia 1.6 4.0 3.1 
Sources: Technical Planning Secretariat; OAS/IDB/ECLA Advisory ® Calculated on the basis of figures for the gross domestic product at 
‘oup on Planning in Paraguay, Cuentas Nacionales de la Republica del market prices at constant 1962 values. 


raguay, and other statistical data. 


ocessing and the refining of vegetable oils. The in- and will undoubtedly contribute to a higher degree of 
eased flexibility in credit operations resulting from the economic integration in Paraguay, and to the expansion 
tablishment of the National Development Bank® of its production and export capacity. Although the 
cilitated expansion of capacity in the industrial sector flow of investment into the transport sector went mainly 


Table 139. Paraguay: Evolution of the external sector 
(Millions of 1950 dollars) 


Purchasing Imports of 

Volume of. Terms of power of Net goods and Balance 

exports of trade effect exports of external services on 
Year goods and in relation goods and factor including current 
the tourist to 1950 the tourist payments the tourist account 

trade trade trade 

1950 Z : 34.7 — 34.7 0.5 25.6 8.6 
1955 4 5 27.0 7.6 34.6 0.9 35.4 ea ltl 
1960 7 42.0 —10.3 31.7 1.3 40.5 —10.1 
1961 : : 49.4 —11.9 Bild LS 45.1 —9.1 
1962 4 6 46.2 —12.4 33.8 1.6 38.5 —6.3 
1963 E 3 43.0 —10.0 33.0 37, 38.5 —7.2 
1964 5 : 44.8 =6.2 38.6 21 43.3 —6.8 


| Source: Basic statistics; Technical Planning Secretariat; International Monetary Fund, Balance of 
Payments Yearbook, vols. 8 to 16. 


d had an even more beneficial effect in the agricultural to the road network, there was some improvement and 
tor; nevertheless the loans granted by the banking expansion of the inland waterway fleet and of ports, 
stem to the trade sector increased more rapidly than harbours and airports. 


se granted to the sectors producing goods. The expansion in the other basic services, which had 
The construction sector was very active during the been very rapid during the fifties, declined considerably, 
ond half of the fifties because of the stimulus provided despite the strengthening of the programmes of com- 
the intensive road-building programme, which ab- munity development, and this may have been due to the 
bed nearly three-quarters of all public investment. indivisible nature of certain investments. The recent 
beginning on the construction for the large Acaray 
8 The new bank absorbed the former Bank of Paraguay. hydroelectric project, and the creation of a national 
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waterworks, indicates that in the fairly near future this 
sub-sector may well regain its former rapid growth rate. 

The growth rate of the product generated in the other 
services has fallen off in the last four years, and in the 
government sector the product has actually declined; in 
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the two sectors together the rate of expansion has be 
about the same as the demographic growth rate. 

The public sector has had a strong effect on t 
evolution of the economy as a whole in recent years. T 
increasing deficit in the public sector, due partly to t 


Table 140. Paraguay: Total purchasing capacity and imports of goods and services 
(Millions of dollars) 


Total purchasing power 


Exports Net Amortization Imports 
A nnual Net income of deferred B of goods pay 
sti S52 Goods aon r Total Se abit a 3 fous a Ls aha Sub-total and . Total é fee oa a4 
period tourist Prancmants Fiction and balance- omissions 
trade ra of-payments 
payments Gans 
1951-55 33.8 0.2 34.0 Bie) —1:0 —=0:7 3535 —1.8 SBE See —1 
1956-60 36.1 0.6 36.7 Tal =) =0.7 42.8 12 44.0 —45.1 —1 
1960 36.5 0.9 37.4 9.6 = _— 45.5 =O 44.8 —47.9 —3 
1961 43.1 12 44.3 16.1 She — 58.6 —2.8 55.8 —53.2 2 
1962 39.6 0.9 40.5 9.6 —1.9 — 48.2 — 2.2 46.0 —46.2 —0 
1963 38.7 0.6 39.3 14.9 —=2.0 — 52.2 —5.8 46.4 45.9 0 
1964 45.4 0.9 46.3 +13.0 = 73) — 56.8 — 2 54.7 Se) 2 


Source: International Monetary Fund (IMF), Balance of Payments 
Yearbook, vols. 8 to 16. 


Figure XIX. Paraguay: Evolution of the gross product, real income 
and the external sector 
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2 This balance is equal and of opposite sign to gross income fr 
deferred import payments and balance-of-payments loans plus variatic 
in the net reserves of the monetary authorities (increase —). 


large investment in infrastructure, has led to inflationa 
pressures and increased the external debt. The growi 
contribution of external financing is made clear by t 
fact that in 1958 external loans and transfer paymet 
financed only about 10.3 per cent of total public expe 
diture, whereas in 1961 they represented over a quart 
of total expenditure and more than half total investme 
in the public sector. Since 1959 efforts have been made 
increase public savings capacity, but the increase has n 
been sufficient to match the large increase in investme 
expenditure. The sector’s over-all deficit rose rapidly 
1961 and 1963, and appears to have done the same 
1964, while there was a temporary decrease in the defi 
in 1962. External credits and transfer payments absorb 
by the public sector have remained at about the sar 
level during the past four years, in the neighbourhood 
8.5 million dollars. 


The tax structure has fallen even more behind t 
times, and tax collection, formerly hampered by inflati 
and characterized by a high degree of evasion, has recent 
been affected by such circumstantial difficulties as irreg 
larities in the régime of the navigable rivers, which redu 
the customs duties collected. 


Prices rose rapidly during the fifties, and obliged t 
Government to take a series of anti-inflationary measu! 
which began to have effect in 1957. Prices continued 
rise fairly rapidly in 1960 and 1961, but in 1962 the ri 
was much less, and in 1963 prices remained virtua 
stable. The recovery of confidence in the stability of t 
domestic value of the guarani was reflected in the rap 
increase in savings accounts and other long-term deposi 
which by 1963 had come to represent 38 per cent of t 
liabilities of the country’s banking system, as agail 
only 7 per cent in 1957. 


As in other Latin American countries the extert 
sector has changed considerably during the last fifte 
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ars. During the early fifties the volume of exports fell, 
it this decline was partly offset by the favourable develop- 
ent of the terms of trade, which permitted a rise in 
ports. From 1956 to 1960 Paraguay suffered a sharp 
terioration in its terms of trade and had to make in- 
easing use of external financing, despite a rapid ex- 
nsion of exports during this period. The import 
antum also rose, but not as rapidly as in the preceding 
e years. In the past four years the trend has been to 
me extent away from that of the preceding five-year 
riod: the import quantum and the volume of exports 
creased at virtually the same pace but the terms of 
ide improved; this made possible a reduction in the 
ficit on current account in the balance of payments, 
d lessened the need to resort to external financing, 
hough its volume was still considerable (see tables 139 
d 140 and figure XIX). 


The structure of imports has changed considerably. 
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As a result of the public investment policy the share of 
capital goods (mainly boats) has increased; similarly, 
there has been a rise in the proportion of fuels and lubri- 
cants, and intermediate goods in general, while imports of 
textiles and other consumer manufactures fell sharply. 

In the export sector some progress has been made 
recently in diversifying agricultural exports, with con- 
siderable increases in the last few years in such items as 
tobacco and vegetable oils that were formerly relatively 
unimportant. Exports of livestock products expanded 
substantially, in response to the stimulus of higher meat 
prices. Forestry products represented a smaller percent- 
age of total exports because their quantum remained 
practically unchanged. 

An important feature of Paraguay’s development 
policy was the creation of a planning agency, which 
worked out a plan for 1965-66 of which the main points 
are described in chapter VIII of this Survey. 


J. URUGUAY 


1. RATE OF GROWTH AND ECONOMIC POLICY 
Uruguay’s gross domestic product increased a little in 
64, after having fallen in the previous two years. The 
e in world market prices for the country’s staple ex- 
rts, especially meat, led to a greater expansion in real 


electric energy generation and consumption, and trans- 
port and communications, both of which expanded about 
8 per cent. The former was influenced by the increase in 
industrial activities and household consumption, while 
the increment in the latter was mainly a question of 


Table 141. Uruguay: Growth rates of the total and per capita gross domestic product and real income 
(Cumulative annual rates) 


Gross 


domestic Real 
Period product income 
Total 

1955-60 ‘ : 5 —0.1 -= 
1960-64 j A ‘ 0.2 0.3 
1960-61 : Fi : 3.0 2.8 
1961-62 : Dae —2.0 
1962-63 5 5 a —1.0 —1.4 
1963-19647 . : : tel 1.6 


Source: ECLA, based on Banco de la Republica 
Oriental del Uruguay, Cuentas del producto y del 


>ome, which slightly exceeded population growth after 
ving undergone an appreciable reduction in the two 
ceding years (see table 141). 


The improvement varied from one sector of the 
momy to another (see table 142). The increase in the 
ss product was mainly due to a 5.4 per cent rise in 
industrial sector, which accounted for 23 per cent of 
total product. Agricultural production, on the other 
d, fell sharply. After a relatively good year in 1963, 
stock production made greater headway, but crop 
duction was substantially reduced, which meant that a 
tp decline took place in the sector as a whole. The 
er two activities that progressed appreciably were 


Gross 


domestic Real 


Population product income 
Per capita 
haps =—t)3 —1.2 
2 —1.0 —0.9 
ile} leg i> 
is —3) 3.3 
2 —2.2 2.0 
12 —0:1 0.4 


gasto de la Republica Oriental del Uruguay. 
® Provisional. 


recovery from the low levels recorded in 1963. Con- 
struction activities, on the other hand, continued to drop 
steeply, declining a further 7 per cent in 1964. 


The increase in production was not matched by an 
expansion in investment. As already indicated, construc- 
tion followed a downward trend, and provisional figures 
indicate that imports of machinery and equipment were 
much lower than in 1962-63. In these circumstances, the 
growth of industrial production was mainly due to fuller 
use of installed capacity, and studies carried out show 
that a considerable amount of capacity is still lying idle. 
Moreover, the increase was chiefly in the traditional 
industries, such as textiles and food processing. 
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Viewed over the longer term, the improvement that 
took place in 1964 occurred in the midst of a persistent 
stagnation in production and income (see again table 141). 
The gross product rose to a peak in 1957, thereafter 


income is one of the highest in Latin America, and inco1 
seems to be better distributed. 

The economy’s lack of dynamism has largely been d 
to the standstill in the agricultural sector, which suppl 


Table 142. Uruguay: Changes in the structure of the gross product® 


As a percentage of the total 


Sector gross domestic product 


Annual growth rate by period 


1950 7955 7960. 1964 1950-55 1955-60 1960-64 1960-61 1961-62 1962-63 1963 
Agriculture 22.0 166 14.3 15:3 2.9 —3.1 2.0 15.8 —14.4 18.7 —8.i 
Industry® 1728 > 22:0" 23° Lee 23-3 6.9 1.0 0.5 —2.5 0.1 —1.0 5. 
Construction . : 4.7 6.1 6.1 3.9 5.8 0.2 —-106 —88 -—15.7 —106 —7. 
Electricity, gas and water . 0.9 1.3 17 2.1 10.2 4.7 6.8 10.1 8.8 0.3 8.1 
Transport and communications 8.4 8.5 8.9 8.8 2.3 0.7 —- —2.4 il! —6.5 8. 
Trade . ; : ‘ - : a 22 «19/6 19'6 —1.6 —0.8 11.4 2.0 —15.2 0.7 
Housing , , : . : d 4.9 5.6 6.0 2.8 1.6 2.0 2.0 1.2 13 
Government . 4 . ; ; a 1033 eel 0:3) 10:2. ast a ae = ee aA 
Other services 46.2 9.1 10.4 10.8 0.8 i 0.4 1.1 0.6 20 
TotaL 100.0 100.0 100.0 100.0 4.2 —0.1 0.2 3.0 —2.2 —1.0 13 


Sources: Basic statistics: Banco dela Republica Oriental del Uruguay, 
Cuentas del producto y del gasto de la Republica Oriental del Uruguay 
pag el periodo 1955-63; CIDE, Estudio econémico del Uruguay, May 


declining steadily and carrying per capita income down 
with it (see table 141 and figure XX), partly as a result of 
the losses caused by the adverse evolution of the terms of 
trade. The extent of these losses has varied in recent 


4 Calculation based on the figures for the gross domestic product 
factor cost (constant 1961 values). 


» Provisional figures. 
© Including mining and quarrying. 
4 Included in other services. 


the bulk of the country’s exports and has long been t 
mainspring of the economy. Then, too, import substit 
tion, which used to be another dynamic force in t 
economic development process, has virtually exhaust 


Table 143. Uruguay: Evolution of the external sector 
(Millions of dollars at 1950 prices) 


Purchasing Imports of 
Volume of Terms of power of Net goods and Balance 
exports of trade exports of external services on 
Year goods and effect in goods and factor including current 
the tourist relation of the payments the tourist account 
trade to 1950 tourist trade trade 

1950 284.1 = 284.1 4.5 231.9 47.7 

1955 205.6 —33.9 1 af If 4.5 215.7 —48.5 
1960 193.4 —23.4 170.0 6.8 241.1 =119 . 

1961 250.2 —33.2 217.0 6.5 233.9 —23.4 
1962 210.4 —25.0 185.4 7.3 249.5 —71.4 ; 
1963 230.5 —34.0 196.5 a9 191.6 —5.0 
1964 238.2 —26.4 211.8 15.7 204.5 —8.4 
Source: Basic statistics: International Monetary Fund, Balance of Payments Yearbook, vols. 8 to 16. : 


years, but not even the improvement in export prices in 
1964 was sufficient for a recovery to the 1950 level (see 
table 143). 

The impact of this prolonged stagnation has been 
softened to some extent by the general features of the 
Uruguayan economy. To begin with, population growth 
is much slower than in any other Latin American 
country (1.2 per cent annually). Had it been equivalent to 
that of the region as a whole (approximately 3 per cent) a 
serious situation would have arisen. Secondly, per capita 


all its possibilities. Agricultural production has been 
standstill since the middle of the fifties and is now lo 
than in 1955. The volume of exports has shrunk since 
peak years at the beginning of the fifties (see again 
143) and the purchasing power of exports 
dwindled even more with the fall in export prices ( 
again figure XX). Consequently, during this peri 
export activities lost all their dynamic impetus and, 
reducing import possibilities, blocked the growth 
other sectors of the economy. 
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Import substitution has been a key factor in the econo- 
lic growth of the post-war period. The industrial sector 
xpanded rapidly and steadily up to 1957, its contribu- 
on to the formation of the domestic product being 
irtually as much as that recorded in the more highly 
idustrialized Latin American countries. However, 
lthough per capita income is fairly high, the market is 
mall because the population numbers only 2.6 million 
1 all. These are insuperable obstacles to investment in 


igure XX. Uruguay: Evolution of the gross product, real income 
and the external sector 
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Source: ECLA, on the basis of official statistics and International 
Onetary Fund publications. 


large variety of industrial activities, and signify that 

dustrialization geared to the home market has reached 

ae point. At the same time import substitution 
ceased to offer any incentive for growth. 


The economy’s lack of dynamism has had its repercus- 
ons. They are crystallized to a certain extent in the 
ecline of per capita income and the struggle of the 
fferent sectors to ward off a drop in their absolute 
i relative income levels. A particularly thorny problem 
s been the growing amount of unemployment. A 
dy undertaken in 1957, the year before the decline 
gan, places the unemployment rate at 3.7 per cent, 
ich roughly corresponds to structural unemployment 
an economy of the type prevailing in Uruguay. But the 
63 census indicates that the rate has risen to 10.3 per 
nt, not including the latest additions to the labour force. 


Total unemployment may be even greater, because the 
number of people seeking work increases during periods 
of stagnation or recession. Among construction workers, 
unemployment is estimated to have reached 31 per cent as 
a result of a decline in construction activities. 


Another fundamental consequence of the long-drawn- 
out stagnation is the attempt of the different sectors of the 
economy to maintain their share of the income, which has 
been translated in the last few years into acute and rising 
inflation. There are signs that the effect of all this is to 
reduce real income in some sectors still further. For 
instance, real wages in industry and agriculture dropped 
by 11 per cent between December 1962 and December 
1964. In such cases, a reduction usually takes place in the 
real resources of the government sector, one reason being 
the inflexibility of the tax structure. 


With inflation an increasingly serious problem, the 
Government has been pursuing a stabilization programme 
in the last few years. This programme aims at establish- 
ing a single exchange rate, removing quantitative controls 
and restricting demand, but its implementation has been 
hampered by the inflexibilities and pressures that are 
liable to crop up in the wake of a decline in income. 
During the last two years, the inflation became so acute 
that devaluation had to be introduced. 


Over the past two years a number of institutional re- 
forms connected with the establishment of economic 
planning in Uruguay have been carried out. The Invest- 
ment and Economic Development Commission (CIDE) 
has assumed chief responsibility for the planning process. 
Its main tasks are to compile the basic data required, 
prepare a diagnosis in the light of that information, 
make projections for the over-all economy and for its 
principal sectors over the next ten years and outline the 
directives and reforms required to attain the established 
goals. The relevant studies were published in mid-1963. 
In addition to setting forth over-all targets for a ten-year 
period, a plan of action will be prepared for the next three 
years, as well as operational plans to cover one year at a 
time. 


A number of different objectives are being pursued. 
One is an increase in agricultural production with an eye 
to expanding export trade and easing the external bottle- 
neck, The main aim in this connexion is an improve- 
ment in the quality and quantity of the sheep and cattle 
available, so as to have more wool and meat for export. 
At the same time attempts would be made to step up 
agricultural output. 


The efforts made to increase industrial production will 
have a dual objective. First, in view of the small size of the 
domestic market, industrialists will be encouraged to 
expand production gradually and to channel it towards 
external markets. The practical step has been taken of 
refunding import duties on components used in the 
manufacture of goods for export. Secondly, domestic 
demand will be stimulated, since there is a large amount of 
industrial capacity lying idle. One method of doing this is 
to expand the housing programme, which would also have 
the effect of reversing the downward trend of building 
activities. A contributory factor will be a bigger govern- 
ment budget. Public investment, which has been low for 
some time, will be increased and the funds used for high- 
way construction, on which work has already begun. 
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Apart from expanding demand, these programmes will 
provide a short-term solution to the problem of unemploy- 
ment, which is particularly serious in the construction 
industry. In fact, one of the main purposes of the ten- 
year plan is to develop the economy in such a way as to 
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it probably fell in 1964 as well. Construction activit 
continued to be slack and import figures show that | 
investment goods were purchased than in 1963. 

An important factor in the over-all structure of invé 
ment during the period of stagnation has been the | 


Table 144. Uruguay: Gross product, consumption and investment 


1955 


1960 1961 1962 1963 


Millions of pesos at 1960 prices 


Gross domestic product , 13,612 13,583 13,989 13,681 13,541 
Total investment . 5 F : 2,671 2.392 2,449 2,320 2,099 
Fixed ‘ 5 i é ; PEST 2,045 2213 2,324 1,910 
Machinery and equipment é 1,389 676 1,039 1,314 Weg 
Construction . : 2 : 1,188 1,369 1,234 (1,010) (738) 
Total consumption ; : 11,346 11,961 11,661 12,072 11,295 
Public , ‘ ; : : 1,266 1,228 1302) 1,373 1,356 
Private 3 ‘ : ‘ 10,080 10,733 10,349 10,699 9,939 
Exports of goods and services. ; 2,038 1,952 2,521 Pyatilat ZS 
Imports of goods and services : 2,443 D2: 2,642 2,822 2,164 
1955-60 1960-63 1960-61 1961-62 1962-63 
Annual growth rates (percentage) 

Gross domestic product 3 F —0.1 —0.1 3.0 —2.2 —1.0 
Total investment . F : ° —2.2 —4,3 2.4 —5,3 —9:5 
Fixed : 3 j 4 ; —4,5 —2.2 ial yp) —17.8 
Machinery and equipment —13.4 20.0 SSu, 26.5 —10.8 
Construction . : 5 : 2.9 —18.7 —9.9 —18.2 —26.9 
Total consumption ; , : ai —1.9 —2.5 es) —6.4 
Public ‘ . j ‘ ‘ —0.6 3.4 6.8 4.6 —1.2 
Private . ; : A A 1.3 —2.5 —3.6 3.4 —7.1 
Exports of goods and services F —0.9 5.8 29.1 —16.3 9'5 
Imports of goods and services A Ap = fics! —2.9 6.8 —23.3 


Source: Basic statistics: Banco de la Republica Oriental del Uruguay, Department of Economic 
Research, Cuentas del producto y del gasto de la Republica Oriental del Uruguay, para el periodo 1955-64. 


create a sufficient number of jobs, with the due regard for 
the increasing size of the labour force. 


2. FINAL DEMAND AND THE STRUCTURE OF PRODUCTION 


In view of the conditions in which the Uruguayan 
economy has developed, no great change could be ex- 
pected in the structure of final demand or in the relative 
importance of the different economic sectors (see tables 
142 and 144). The share of investment expenditure has 
dwindled, although less than it might have done in the 
circumstances. Investment in machinery and equipment 
contracted sharply after 1957, dropped to very low levels 
in 1959 and 1960, and thereafter recovered. Construction, 
on the other hand, has declined appreciably since 1960, 
mainly because of a shortage of credit for housing. This 
is the outcome of a policy decision not to earmark any 
new funds for housing, as part of the drive to restrict 
demand under the stabilization programme. 


The irregular movements of investment in machinery 
and equipment and in construction offset one another to a 
certain extent. Hence it was not until 1963 that investment 
fell well below the level it had reached in 1955 (see again 
table 144). Although complete data are not yet available, 


level of public investment. Although the data availa 
are fragmentary it can be estimated that public investm« 
rose to only slightly over 3 per cent of the gross prod! 
and about 20 per cent of aggregate investment. 7 
development plan worked out calls for a sharp incre; 
in public investment over the next two years, particula 
in transport, energy and housing. It should be not 
however, that public savings have been scarce in the pé 
even becoming negative in 1962 and 1963. 


3, THE EXTERNAL SECTOR 


During the last ten years, the volume of exports a 
capacity to import have been fluctuating, with a gene 
tendency towards stagnation, and have therefore | 
ground as a component of aggregate demand (see agi 
table 143). The volume of sales rose in 1964 at a hig} 
rate than in the preceding year. The terms of trade, 
turn, improved in 1964 due to the rise in the world mar! 
price of wool and, above all, of meat. As prices in tl 
year varied more than the volume of exports, the purch 
ing power of exports increased further in 1964. 1 
situation of exports was actually a little better in 14 
than the figures would seem to indicate, since 30,000 t 
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’ wool remained unsold at the end of the year. As the 
ilue of the wool at current prices was about 40 million 
yllars, even if only a certain proportion were included, 
e value of potential exports would be substantially 
creased. 


Imports of goods and services, which had shrunk con- 
dJerably in 1963, were stepped up to some extent in 1964. 
his was partly a result of income changes during the two 
ars in question, since the gross product decreased in 
163 and rose in the following year. 


Quantitative import restrictions were lifted after the 


bounds (see table 145). In 1962 it had been covered by 
short-term loans from the Banco de la Republica, and the 
ensuing debts combined with those deriving from autono- 
mous capital investment, limiting the extent to which 
external financing could be drawn upon in future. This 
has been largely responsible for the adoption of measures 
in the last few years to confine imports within the bounds 
set by export earnings. 


Uruguay has latterly been enjoying a sizable net inflow 
of autonomous capital. However, this has not increased 
its external debt to the same extent as similar inflows in 


Table 145. Uruguay: Total purchasing power and imports of goods and services 
(Millions of dollars) 


Total purchasing power 


Annual Exports 
averages Net 
bye eet: Conseco: 
t 
ad Goods (ross Total picsereen 
income) 
51-55 : 23913 8.3 247.6 13.4 
56-60 . 143.0 22.4 165.4 17.9 
oO. : 129.4 Sebo) 164.9 35.3 
Gi. 5 174.7 38.0 yA Wag | 47.7 
o2 . A 153:5 33.8 187.3 55.0 
6 . = 165.2 29:3) 194.5 122 
64. : 178.9 35.0 213:9 26.4 


income 


external 
factor 
payments 


Imports 
on ; Eons ] of goods Balance 

aes raise ons cs services 
—4.8 256.2 —3.3 252.9) =270.1 Si? 
Sahl! 178.2 15.0 193.2 —213.7 —=20:5 
—6.6 193.6 12.3 205.9 —=233.8 SINE) 
—6.4 254.0 0.5 254.5 —229.2 25:3 
—74 234.9 —46.5 188.4 —252.1 =63.7 
—9.8 196.9 —4,5 192.4 —189-7 PAT 
Se) 224.4 —40.3 184.1 —206.6 925) 


Source: Basic statistics: International Monetary Fund, Balance of Payments Yearbook, vols. 8 to 16. 


change reform in 1959. The exchange rate remained 
e same from the end of that year to May 1963, but 
eat efforts had to be made to keep it stable because of 
e rise in domestic prices. The reserves of the Banco de 
Republica fell, and an extensive outflow of capital took 
ace. Large foreign loans were contracted, particularly 
r short periods in an attempt to prevent devaluation. 
nally, the situation became untenable, and in May 1963 
e Banco de la Republica withdrew from the foreign 
change market and a devaluation of 50 per cent was 
thorized. In addition, exchange surcharges and prior 
posits on a number of goods were increased. 


These measures lay at the root of the import decline 
1963, but were also instrumental in raising domestic 
ices. In conjunction with the increase in real income, 
is helped imports to climb again in 1964. Since the 
valuation in 1963 there have been two exchange rates: 
e official rate for imports and the majority of services, 
d the free rate for capital transactions and some items 
secondary importance. With the increase in imports, 
‘icial reserves again came under pressure and in Novem- 
r 1964 some transactions that had hitherto been effected 
the official market were transferred to the free 
rket. 
n 1962 a particularly large gap was recorded between 
al external purchasing power (including autonomous 
eign capital movements) and outflow in respect of 
ports of goods and services, but in the following year 
$ was converted into a small surplus thanks to a con- 
erable reduction in imports. Although 1964 was again 
eficit year, the deficit was kept within fairly reasonable 


some of the other Latin American countries. This is 
largely due to an act passed at the end of 1959 authorizing 
imports to be paid for from funds held abroad by Uru- 
guayan nationals and credits granted by foreign suppliers. 
Amortization payments on the external debt are estimated 
to be about 10 million dollars annually. Although this is 
a large sum for Uruguay, its incidence on the balance of 
payments is much less than that of amortization pay- 
ments in several of the other Latin American countries. 


4. INFLATION 


Inflation has become far more acute during the last 
few years, for much the same reasons as in Argentina. 
The stagnation of production and the decrease in the per 
capita product have intensified the competition for a share 
in available income, while a bottleneck has prevented the 
external sector from easing the situation, and the devalua- 
tion has led to a further rise in prices; all these problems 
have been accentuated by the inflationary process itself. 


The devaluation of the exchange rate in the second 
quarter of 1963 acted as a spur to inflation, and prices 
have continued spiralling upwards ever since, at a rate of 
over 40 per cent a year. Devaluation did not have the 
desired effect on relative external and internal prices, and 
at the end of 1964 measures tantamount to another 
partial devaluation had to be adopted but failed to reduce 
the pressure on the exchange rate. 


The financial situation of the public sector has deter- 
iorated appreciably during the recent inflation, and has 
become one of the main reasons for the persistent rise in 
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prices. As in other countries, this is due less to an increase 
in real expenditure than to a rigid tax structure which has 
reduced real income proportionately to the rise in prices. 
While current expenditure expanded by 60 per cent be- 
tween 1961 and 1963, at a rate more or less in line with 
prices, receipts increased by only about 10 per cent. 
The deficit for public enterprises more than trebled 
during the same period. Consequently, in spite of a small 
net saving in 1961, current Central Government expendi- 
ture in 1963 outstripped receipts by 40 per cent. Although 


Part One. THE Latin AMERICAN Econom 


full information is not yet available for 1964, the situatio 
seems to have remained the same. 

Various fiscal measures are being studied with an e} 
to making the tax structure more flexible and increasit 
the efficiency of tax collection. At the end of 196 
Parliament voted in favour of such measures when 
approved the budget. Efforts are also being made 
frame a more suitable income policy that would chan 
the structure of income distribution and slow down # 
tempo of inflation, which continues to gather momentu! 


Chapter II 


TRENDS OF THE PRINCIPAL SECTORS OF PRODUCTION 
A. AGRICULTURE 


1. INTRODUCTION 


Latin America’s agricultural production in 1963 was 
ymewhat smaller than that of the previous year, the per 
yita figures being much lower than in the preceding five 
ears (see table 146). This drop is even sharper if the 1963 
gures are compared with pre-war levels. Although com- 
lete data are not yet available for 1964 on the basis of 
hich to establish the over-all index for that year, it is 
fident from the provisional figures that there has been a 
ther deterioration in per capita agricultural production. 


Table 146 also shows that crop production for export ! 
continued to lag behind that for domestic consumption,” 
the former barely surpassing the 1958 levels in over-all 
terms; per capita figures, however, dropped steadily from 
1960 enwards. The analysis by product given below 
sheds some light on the factors responsible for this down- 
ward trend. 

A similar situation arose in the case of livestock 
products. Whereas output for domestic consumption in 
1963 exceeded the 1958 level by approximately 9 per cent, 


Table 146. Latin America: Quantum of crop and livestock production 
CUndex: 1958 = 100) 


1950 1959 1960 1961 1962 1963 
A. Total 
Crop and livestock production 74 103 108 107 112 111 
For domestic consumption 66 103 107 111 118 121 
For export : : Wil 103 109 103 106 102 
Crop production . ‘ 1p 106 112 110 115 114 
For domestic consumptio 72 104 110 114 120 123 
For export 73 108 115 105 109 103 
Livestock production . 82 91 91 97 100 102 
For domestic consumption Td oY) 96 99 107 109 
For export . 87 84 87 95 95 97 
B. Per capita 

Crop and livestock production 92 100 102 98 100 96 
For domestic consumption 82 100 101 102 105 105 
For export . 96 100 103 95 95 89 
Crop production 5 5 90 103 106 101 103 99 
For domestic consumptio 90 101 104 105 107 107 
For export 4 91 105 109 97 97 90 
Livestock production . 102 88 86 89 89 89 
For domestic consumption 96 96 91 91 96 95 
For export 108 82 82 87 85 84 


Source: Production and population figures: ECLA, on the basis of official statistics. 


Table 146 shows clearly that the low level of agricultural 
itput is attributable to the slow growth of livestock 
‘oduction, which counteracted the greater increase 
hieved in crop production although in 1963 there was a 
ight change in this trend. Unit yields remained very 
w in most countries. Improved agricultural practices 
id techniques and a more rational use of available land, 
pital and labour resources would permit a significant 
crease in production and make it possible to meet 
atin America’s rapid population growth rate, which is 
e highest in the world. 

As repeatedly pointed out, the inadequate agricultural 
velopment of most Latin American countries has highly 
lverse repercussions on the region’s general economic 
‘ogress, particularly on the well-being of the as yet huge 
ral populations subsisting on agriculture. 


the proportion earmarked mainly for export failed to 
reach that level, notwithstanding the modest increment 
obtained with respect to 1962. In terms of per capita 
figures, the combined output of both categories has re- 
mained at a standstill for the last three years, i.e., 11 per 
cent lower than the 1958 level. 


Although table 146 is sufficiently illustrative of the 


1 Includes the following commodities: wheat and linseed from 
Argentina and Uruguay; maize from Argentina; coffee from Latin 
America as a whole; sugar from Cuba, the Dominican Republic 
and Peru; cotton fibre from Brazil, Mexico, Nicaragua and Peru; 
bananas from Colombia, Costa Rica, Ecuador, Guatemala, 
Honduras, Mexico and Panama; cocoa from Brazil, Ecuador, and 
Venezuela; sisal from Brazil and Mexico; tobacco from Cuba; and 
castor oil from Brazil. 

2 Consists of the remaining agricultural commodities. 
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relatively stationary position with regard to Latin 
America’s crop and livestock production, it conceals 
marked discrepancies between agricultural production 
trends in the different countries of the region. This 
uneven pattern can be noted in table 147, which presents 
some figures on the growth of the gross agricultural 
product in eighteen Latin American countries. While in 
Brazil, Ecuador, El Salvador, Mexico, Panama, Peru and 
Venezuela the gross agricultural product increased 
approximately 1 per cent faster than the population in the 
course of the decade 1951-53 to 1961-63, in most of the 
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to the data available, in some cases provisional cr 
estimates are given for the crop year 1964/65. 


(a) Cereals * 


Wheat production in 1963/64 amounted to appro 
mately 11.6 million tons, slightly more than in the p 
ceding year. Argentina had a bumper crop in 1964 
about 7.6 million tons, i.e., 15 per cent more than in 19 
thanks to the favourable weather conditions prevaili 
in the Argentine pampa. Provisional estimates for 19 
indicate that in the course of the present year the hi 


Table 147. Latin America: Gross agricultural product in selected countries 


SS 


Annual growth rate between 
1951-53 and 1961-63 


Gross agricultural product as percentage 
of total gross product 


Country ee 
Gross agricultural product Total population 1951-53 1961-63 

Argentina 1.1 1.8 19.4 16.3 
Bolivia . Ip 2a 31.9 36.4 
Brazil i 3 ‘ 4.8 3.0 30.6 25.2 
Chilewy: : : F 321 2.4 11.7 fle} 
Colombia sya 2.9 38.5 33.4 
Costa Rica P72 4.2 43.4 S37 
Ecuador ; j ; 3.9 3.2 40.1 Se 
El Salvador . 3 ‘ 4.9 2.9 43.4 41.1 
Guatemala . : 3 3.6 3.0 34.7 33.0 
Haitians ; ‘ ; 1.3> Del 515 49,9¢ 
Honduras é ; : 2a 33 46.8 44.0 
Mexico s F . 4.5 Be 19.7 16.9 
Nicaragua ‘ F ; 3.0 3.4 48.3 40.3 
Panama ; ° 4 4.5 2.8 25.2 23.8 
Paraguay 4 3 Z 2.6 2.4 40.2 39.4 
Peri F : ; 4.0 2.4 25.9 23.2 
Uruguay ‘ : ; 0.3 1.3 230 PA pe 
Venezuela 3 5 3 4.9 3.9 8.6 cst 

TOTAL ShS) 2.9 24.2 21.8 


Source: ECLA, on the basis of official statistics. 
® 1951-53-1961-62. 


remaining countries population growth was equal to or 
exceeded that of production. This is particularly serious 
since the agricultural sector contributed one-third or more 
of the total gross product in most of the countries in- 
cluded in the table. 


Additional proof of the unequal growth of agricultural 
production in the Latin American countries is found in 
table 148, which includes the indexes of total and per 
capita agricultural production, by country, between the 
crop years 1958/59 and 1963/64. 


2. CROP PRODUCTION 


Crop production made some progress with respect to 
population growth. The different groups of commodities, 
however, did not all follow the same trend (see table 149). 
While production of such items as fibres, oil-seeds and 
fruit increased by about 20 per cent over the three years 
1961-63 as compared with 1958, the increment in that of 
other very important commodities like cereals, stimulating 
beverages and sugar was less than 10 per cent over the 
same period. 


The salient aspects of production of the principal crops 
over the past year are analysed briefly below. According 


D 1951-53-1958-60. 
© 1958-60. 


level reached in 1964 will be easily surpassed, thus p 
mitting the accumulation of considerably larger expc 
able surpluses than during the preceding years. 
Uruguay, on the other hand, adverse weather conditic 
have seriously affected the 1964 harvest. Likew: 
Brazil’s wheat production was far smaller than — 
previous year, the 400,000 tons harvested being © 
lowest figure recorded for a very long time. Mexic 
1963/64 crop of 1.9 million tons was the largest it had e 
had as a result of the expansion of the area under irri 
tion and the progress made in research and extensi 
programmes which led to a marked increase in unit yiel 
Chile’s wheat production also increased and reached » 
unusually high figure of 1.3 million tons. 


As regards forage grains—maize, barley, oats, fr 
sorghum, etc.—the region attained far higher producti 
levels in 1963/64 than the previous year. Thus, it 
estimated that Argentina’s production of maize will 
5 million tons, and of sorghum 1.6 million tons, wh 


* Data obtained from the following sources: FAO Commo 
Review, 1964; United States Department of Agriculture, Fore 
Agriculture Circular, July and December 1964. 
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represent increases of 11 and 22 per cent, respectively, (b) Oil-seeds 

in relation to the poor 1962/63 harvest. Brazil’s rice and Although the figures in table 149 show a marked 
maize production in 1963 was about 5.7 million and just drop in the production of oil-seeds in 1963, possibly 
over 10 million tons respectively, the highest figures owing to the lack of complete data on this branch of crop 


Table 148. Latin America: Indexes of agricultural production, total and per capita, by country, between 1958/59 and 1963/64 
(1952/53-1954/55 = 100) 


Total Per capita 


1958/59 1959/60 1960/61 1961/62 1962/63 1963/64 1958/59 1959/60 1960/61 1961/62 1962/63* 1963/64 


Argentina . : : 2 105 98 108 101 113 103 95 87 94 86 95 
Bolivia : : : . 134 137 137 147 150 156 120 119 117 122 122 125 
Brazil : : : Zi 143 142 152 148 145 109 119 115 119 112 107 
Chile . : ‘ : > 16 120 122 118 124 120 104 104 103 98 101 95 
Colombia . : . = ly 127 126 126 136 135 102 108 104 101 105 102 
Costa Rica . é : 2S 117 131 129 134 137 98 93 100 95 95 93 
Cuba . : : é e222. 123 133 101 84 77 110 109 115 86 69 63 
Dominican Republic . 236 135 138 142 137 141 114 110 109 108 101 100 
Ecuador. : - . 143 165 173 175 175 185 122 136 138 136 133 135 
El Salvador. ; : . 134 1277) 136 167 180 198 117 108 112 135 141 151 
Guatemala . é é 25 131 135 151 175 189 108 110 110 119 135 141 
Haiti ¢ ; : . 94 109 93 108 105 94 85 96 80 92 87 76 
Honduras . : ; el25 125 128 138 143 147 108 104 103 109 109 109 
Mexico : : : . 147 145 150 156 166 171 127 121 121 123 127 127 
Nicaragua . : : . 140 121 134 165 186 193 119 99 106 126 137 138 
Panama sis: : : 23) 126 112 124 124 130 106 106 91 98 95 OF; 
Paraguay . : ‘ peel OS, 101 101 103 113 111 94 89 86 87 93 90 
Peru. : : : . 103 113 109 118 iS) 121 97 98 93 98 93 96 
Uruguay . : : ae 73 94 92 95 98 76 66 84 81 82 83 
Venezuela : : el 20 130 145 146 163 168 99 103 111 107 116 115 


ToraL, Latin America 122 126 126 131 130 126 106 107 104 105 102 106 


Source: United States, Department of Agriculture, Economic Re- ® Provisional figures. 
earch Service, Supplement No. 1 to the 1964 World Agricultural Situation. 


Table 149. Latin America: Volume of crop production, by main commodity groups 
(Index: 1958 = 100) 


1950 1959 1960 1961 1962 1963 
Cereals ; : : j Vil 107 108 104 113 111 
Roots and tubers . . : 79 105 108 iil} 109 118 
Dried leguminous vegetables . 80 106 111 122 116 128 
Oil-seeds : : 3 F 75 89 109 108 131 116 
Sugar . ‘ 2 : 4 2: 102 107 112 98 106 
Froit : F : : F 2 108 108 113 120 128 
Stimulating beverages. : 69 115 131 105 115 101 
Fibres , 5 ‘ . 72 95 106 115 123 125 
Wine . 3 : ; 89 119 109 120 137) ia 


Source: ECLA, Statistical Bulletin for Latin America, vol. II, No. 1, January 1965. 


‘eached for many years. However, it is estimated that in production, the average for 1961-63 represents a consider- 
1964 there was a sharp reduction in the production of able increment over 1958. 

hese grains, by 25 per cent for maize and 20 per cent in Argentina’s 1963/64 sunflower seed crop is officially 
he case of rice. Mexico’s maize production also in- estimated at about 475,000 tons, which is slightly higher 
creased notably, a record 6.4 million tons being harvested than the previous year. On the other hand, it is calculated 
n 1963, i.e., 15 per cent more than the previous year. that this year’s early frosts will have reduced the produc- 
Its production of 350,000 tons of sorghum represented a tion of tung by about 30 per cent in relation to that of 


rise of nearly 50 per cent with respect to 1962. 1962/63, which had reached the high level of 108,000 
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tons. Argentina’s groundnut production has continued 
to grow steadily since the beginning of the fifties, helped 
by a favourable price régime and good weather con- 
ditions for most of the period. The 1963/64 crop was 
335,000 tons which, although 8 per cent higher than the 
previous year, was far below the record 433,000 ton 
crop harvested in 1961/62. 


Brazil is expecting a bumper soya crop of some 380,000 
tons in 1964/65, as a result of the larger area planted and 


According to the latest available official estimates 
Chile produced nearly 40,000 tons of sunflower seed i1 
1963/64, that is, about 15 per cent more than the previou 
year. Its production of raps declined, however, in spit 
of the larger area harvested. The land sown to this oil 
seed is expected to continue increasing in 1964/65. 

In Uruguay there was a marked decline in the produc 
tion of oil-seeds—mainly sunflower and hemp—ii 
1963-64, owing to bad weather and a reduction in th 


Table 150. Latin America: Volume of centrifugal sugar* production (raw value) 


Average 1955/56-1959/60 
Annual 1962/63-1964/65» 


(Thousand of tons) 
Country 195 56.1859 160 1962/63” 1963/64 1964/65° 
Northern Zone (cane unless otherwise 
indicated) 
Costa Rica: : ‘ see 40 87 92 115 
Cuba : : ; 5,337 3,820 3,629 4,082 
Dominican Republic ; 801 768 880 907 
El Salvador . , : : 46 62 65 ThE 
Guatemala 5 : . : 64 138 143 145 
Haiti : : a , : 55 61 64 68 
Honduras : : ‘ . 15 27 29 34 
Mexico ‘ 3 é 1,252 1,696 1,895 2,148 
Nicaragua ; A : Z 55 101 95 109 
Panama . : ; 5 : 23 36 49 57 
Southern Zone (cane unless otherwise 

indicated) 
Argentina A : é 822 778 1,050 964 
Bolivia . ; i 3 ; 10 50 70 75 
Brazil . ‘ ; ; . 2,821 3,244 3,271 3,573 
Chile (beet) . . F F 36 73 107 108 
Colombia : : : 269 407 362 440 
Ecuador : : : 2 84 135 118 154 
Paraguay ‘i : : 27 34 39 41 
Peru : : ; : : 726 820 800 830 
Uruguay (beet and cane) . - 24 §2 40 64 
Venezuela . 2 ‘ 186 265 308 343 

. ToTAL, Latin America 12,693 12,654 13,106 14,334 


Source: United States Department of Agricul- 


arrangements here, all harvesting which began not 


ture, Foreign Agricultural Service, November 1964. 
® Centrifugal sugar, as distinguished from non- 
centrifugal; includes cane and beet sugar produced 
by the centrifugal process, which is the principal 
kind moving in international trade. 
Years shown are crop years. For chronological 


more favourable weather conditions in Rio Grande do 
Sul, the main producing area. Castor bean production is 
expected to reach the record figure of 275,000 tons in 
1964, as against the 240,000 tons obtained the year 
before, owing to the excellent weather conditions and the 
larger area under cultivation. Groundnut production, on 
the other hand, will probably decline appreciably in 1964, 
to an estimated total of some 400,000 tons, owing to the 
drought affecting the producing areas in the State of Sao 
Paulo. In 1963 the production of this oil-seed had been 
slightly over 600,000 tons, which was less than the very 
big harvest obtained in 1962, the drop being attributed 
to a reduction in the area planted and to excessive rain- 
fall in the main producing areas. 


earlier than May of one year and not later than 
April of the following year, is placed in the same 
crop year. The entire season’s production of each 
country is credited to the cd year in which 
harvesting and sugar production began. 

© Provisional figures. 


area sown. Available estimates indicate a decrease « 
about 30 per cent with respect to the previous year. 


(c) Sugar 

Latin America’s sugar output registered a sligl 
recovery over the low figure for 1962 (see table 150), an 
1961-63 showed a slight increase over 1958. In tk 
Central American countries sugar output is still increasir 
and the 1964-65 output is expected to be 8 per cent high 
than that reached the previous year. Jn the Caribbeai 
excluding Cuba, it is predicted that production will t 
about 7 per cent higher than in 1963-64. As to Cub: 
although the information received is contradictory, som 
recovery is expected from the very small 1963/64 crop. 


\ 
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South America’s over-all output has risen, with the 
exception of Argentina whose sugar production has 
dropped below the high mark reached the previous year. 
Much of this decline was caused by a lower sugar 
recovery rate per ton of cane. Modest production 
increases are expected in the future. It is estimated that 
Brazil’s 1964/65 production will be over 3.5 million tons, 
an all-time record, due to favourable conditions and a 
sonsiderable expansion of the area under cultivation. 
Chile, which is not self-sufficient as far as sugar is con- 
Serned—producing about 40 per cent of its annual 
sonsumption—was expecting a slight rise in production 
is a result of the increase in the area planted. According 


Table 151. 


most important item. Mainly as a result of the drop in 
coffee production, the group as a whole registered a 
marked decline in 1963, its output merely equalling the 
1958 figure (see again table 149). 

Coffee production in Brazil, the leading world producer 
of this bean, fell from 1.7 million tons in 1962-63 to some 
1.56 million in 1963/64 owing to the frosts in 1962. The 
adverse weather conditions, combined with fires on 
extensive plantations, have adversely affected production 
prospects for 1964/65, and the harvest is expected to be 
barely half that obtained in 1963/64. This will have an 
unfavourable effect on world output, which is expected to 
contract sharply.* 


Latin America: Cocoa production 


(Thousands of metric tons) 


Country 1958/59 1959/60 

Brazil . F i : 173 199 
Colombia . : P A 19 19 
Dominican Republic 34 43 
Ecuador : 5 F 34 35 
Mexico* 5 : ‘ 4 21 22) 
Other Latin American countries 41 43 

ToTAL 322 362 


1960/61 1961/62 1962/63 1963/64 
121 115 110 125 
19 19 20 19 
38 36 41 41 
42 38 38 33 
27 27 31 33 
43 40 42 43 
290 275 282 294 


Source: Gill & Duffus Ltd., Cocoa Market Report No. 179, 11 January 1965. 


® Production corresponds to a calendar year. 


0 preliminary reports, Colombia’s 1964/65 sugar output 
vill show a substantial recovery over the 1963/64 crop. 
ikewise, Peru has increased its area under cultivation 
ind the 1964/65 sugar crop is expected to be of record 
roportions. Venezuela is also expected to follow an 
ipward trend in 1964/65, as a result of improved yields 
ind the increased area planted. 


(d) Fruits 

This commodity group showed a net increase over 
ast year’s high figure. With the steadily rising prices 
ybserved this year, an increase is expected in 1964 in the 
yoduction and export of bananas, which constitute the 
najor export commodity of many of the Latin American 
ountries. A new development in banana marketing is 
he shipping of bananas in cardboard boxes. “Boxing” 
yermits the export of the thin-skinned, light stalk varieties 
vhich could not otherwise withstand shipment to distant 
narkets. This improvement is expected to have a favour- 
ible impact on banana production and exports in the 
lear future. 

Ecuador, the world’s leading banana exporting country, 
vas expected to export 45 million stems as against 
2.8 million in 1963. The other great banana producers 
ire Brazil, Honduras and Mexico. In 1963 Brazil pro- 
luced 313 million stems, or 4 per cent more than in 1962, 
ind Mexico—with 17,535,000 stems—achieved a small 
ncrease with respect to the 1962 crop. 


(e) Stimulating beverages 
This commodity group includes coffee, cocoa, tea and 
naté. Coffee and cocoa account for about 95 per cent of 
he group’s total production value, the former being the 


Production in the rest of Latin America also appears to 
have declined in 1963-64, although on a lesser scale than 
in Brazil. A bumper crop in Mexico and the modest 
increases in El Salvador and Venezuela were counteracted 
by the reduction in the output of Cuba and some of the 
Central American countries as a result of hurricanes and 
bad weather, and by the decline in Colombia. However, 
an increase is predicted for this country in 1964. In Costa 
Rica the effects of pests also made themselves felt, con- 
tributing to the drop of nearly 50,000 tons between 
1962/63 and 1963/64. A further reduction of almost 40 
per cent is anticipated in the 1964/65 harvest with respect 
to the preceding year. 

Latin America’s cocoa production, which represents 
about 25 per cent of world output, experienced a slight 
increase in 1963/64 compared with the previous year. 
Almost the whole of this increment must be ascribed to 
Brazil, the region’s main producer, its output rising from 
110,000 to 125,000 tons over the period concerned. 
Ecuador’s production dropped from 37,000 to 32,000 
tons, while the Dominican Republic and Mexico—the 
other two major Latin American producers—maintained 
their previous year’s levels. 

Notwithstanding the above-mentioned increase, the 
output of cocoa failed to regain the high 1958/59 and 
1959/60 levels, mainly because of Brazil’s lower produc- 
tion levels (see table 151). However, a sharp recovery is 
predicted for that country’s 1964/65 crop, which is 
expected to be about 150,000 tons, according to informa- 
tion forthcoming from the last meeting of the Cocoa 


Producers’ Alliance, held at Rio de Janeiro in September 


4 FAO, Commodity Review, 1964, op. cit. 
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1964. On that occasion the Alliance, which consists of 
the six leading world producers,° estimated world output 
at nearly 1.3 million tons, of which just over one million 
would be produced by the member countries. 


(f) Fibres 

This group comprises cotton, wool, henequen, sisal and 
abaca, the first two commodities accounting for the bulk 
of fibre production. In the course of the last few years 
the total fibre output has increased steadily, except for 
a slight drop in 1959. The production of fibre during the 
three years 1961-63 rose by about 20 per cent over the 
1958 figure, this being one of the groups registering the 
highest growth rates during the period concerned (see 
again table 149). 


Table 152. Latin America: Cotton production 
(Thousands of metric tons) 


Country 1962/63 1963/64 1964/65* 
Mexico : F 5 3 513 455 500 
Central America. : ‘ 200 238 261 
Brazil . x % 5 ‘ 488 477 500 
Peru? . : $ ‘ ° 145 140 140 
Argentina? . 5 5 : 128 109 120 
Colombia , - : ; 82 73 71 


Source: International Cotton Advisory Committee (Washington), 
Cotton Monthly. 


4 Provisional figures. 
b Based on ginnings within season. 


The output of cotton in the principal Latin American 
producing countries diminished slightly in 1963/64 with 
respect to 1962/63, except in the Central American 
countries which altogether achieved a combined increase 
of nearly 20 per cent (see table 152). 


The main reduction occurred in Mexico and was due 
to adverse weather conditions in the producing areas, 
although the 1962/63 crop was the biggest for many 
years. A marked recovery is expected in the 1964/65 
crop, although the figure will not be as high as those 
reached in the two previous years. The steadily increasing 
area under cultivation in the Central American countries 
has given rise to the production increment noted above. 
This trend is expected to continue in 1964/65, and the 
volume of production will probably be in the neighbour- 
hood of 260,000 tons, or nearly 10 per cent more than 
last year. Moreover, favourable natural conditions have 
encouraged more extensive planting in southern Brazil, 
estimates for the 1964/65 harvest being about 500,000 
tons. In Peru, a slight drop in the production of extra 
long staple is expected to be offset by an increase in the 
Tanguis type. 


(g) Yields 
In the Economic Survey of Latin America, 1963 it was 
pointed out that the meagre increase in average yields 
obtained over the past decade was attributable to the 
scant technical progress made during that period. 
With the exception of such commodities as cotton and 


5 Ghana, Nigeria, Brazil, the Ivory Coast, Cameroon and Togo. 


wheat, in which the major producing countries have 
achieved a substantial improvement, production incre- 
ments were obtained mainly through an expansion of the 
area under cultivation. This fact is clearly illustrated ir 
table 153. Thus, the decisive factor in increasing the 
volume of production of maize, rice and beans, essentia’ 
items in the diet of most Latin Americans, was the con: 
siderable expansion of the area sown to these crops 
Moreover, at least in the case of maize, yields improvec 
substantially, the increase amounting to over 20 pel 
cent in spite of a more than 40 per cent expansior 
in the area sown. Various factors were responsible fot 
this, mainly the widespread use of hybrid maize. On the 
other hand, the small increase in the average yield o! 
wheat (10 per cent) was largely due to the reduction of the 


Table 153. Latin America: Area under cultivation, production ant 
yield in respect of ten major commodities, 1961-63 


CUndexes: 1951-53 = 100) 


Area under 
Commodity cultivation Production Yield 
Wheat* 3 ‘ ‘ F 83 91 110% 
Maize . : : : : 142 174 123 
Oats. : 5 : f 96 95 99 
Barley . A 5 ‘ ‘ 105 95 91 
Rice : a ; ; A 167 173 104 
Rye ‘ 5 p : ; 41 42 102 
Potatoes ; ; , 4 115 136 118 
Beans . 4 : ‘ ‘ 147 161 110 
Groundnuts . : 4 , 225 274 122 
Tobacco : ‘3 - 130 169 130 


Source: ECLA, on the basis of official statistics. 


4 For Argentina, average figures for 1951 and 1953 were taken, as 195. 
was an exceptionally bad year. 


area sown to wheat, through which a number of margina 
low-yield production areas were eliminated. In som 
countries, such as Mexico and Chile, substantial progres 
was made, particularly in Mexico which doubled it 
yield through an increase in the area under irrigation 
better use of fertilizers and of disease-resistant varieties 
and other technical improvements. 

Marked improvement was also registered in ground 
nut and tobacco yields, in contrast with the stagnatio: 
or drop in the case of some secondary cereals, such a 
rye, oats and barley. 

Table 154 shows the marked difference in the yield 
registered by some producer countries. For example 
Brazil’s position is unfavourable in relation to othe 
countries for virtually every commodity included, bot 
in absolute terms and with respect to the relative improve 
ment registered during the decade under consideratior 
Also noteworthy is the progress registered in Mexic 
in respect of virtually every item, for the reasons give 
earlier. 

However, if Latin America is compared with the worl 
as a whole (see table 155), it is seen that except for whea 
and cotton, yield improvement was relatively reduced ii 
the area. Moreover, in absolute terms there were marke 
deviations from the world average in the case of maiz 
oats and barley. If the comparison is confined to some ¢ 
the more developed areas, Latin America’s position as 
whole is even more unfavourable. 
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Table 154. Latin America: Crop yields in selected countries 
(Kilogrammes per hectare) 
j Wheat Maize Rice Beans Oats 
nt: "1 

ee 1951-53 1961-63 1951-53 1961-63 1951-53 1961-63 1951-53 1961-63 1951-53 1961-63 
entina (e232 1,258 1,497 1,770 3,087 3,361 1,014 1,093 1,176 1,151 
7 , ; 761 659 1,231 1,311 1,555 1,633 671 658 650 686 
le. ‘ SSL Si7, 1,370 1,433 2,063 2,603 2,690 940 967 897 ii F/ 
xicO 920 1,970 763 934 1,701 2,241 256 417 627 861 
‘ Barley Rye Potatoes Groundnuts Tobacco 
ner. 

{ 1951-53 1961-63 1951-53 1961-63 1951-53 1961-63 1951-53 1961-63 1951-53 1961-63 
entina 1,224 1,046 707 664 6,760 9,080 1,047 1,375 998 1,037, 
Zi 2 é 943 802 628 742 4,888 5,758 1,055 16375) Si 789 
fer. : & apegksihgs 1,697 600 915 9,033 8,760 oa —_— 2,090 PL SHS 
xiCO 5 706 748 — —_— 4,600 7,083 U275 1,253 1,014 1,339 
OURCE: ECLA, on the basis of official statistics. 4 Average for 1951 and 1953. 

Table 155. Yields of selected agricultural commodities in Latin America and world average 
(Metric quintals per hectare) 
World Latin America 
1948-52 196263 Percentage — 948, 5 SPICED Chet td 
Wheat . 10.1 12.6 25 10.5 14.0 33 
Barley . 11.4 15.4 35 10.6 10.0 —6 
Oats 11.6 14.5 25 10.2 10.6 4 
Maize 15.8 20.7 31 10.6 11.8 11 
Rice 16.1 19.9 24 16.8 18.4 10 
Cotton 2.4 she 38 P| Ball 48 


Source: FAO, Production Yearbook, 1963. 
Nore: The discrepancies noted from a com- 


3. LIVESTOCK PRODUCTION 


\s can be seen from table 156, 1963 marks a change 
Latin America’s livestock production trends, output 
ng about 2 per cent higher than in 1962 and 1958, 
ich had been the peak years for more than a decade. 
Argentina—one of the major Latin American produc- 
- countries—is excluded, the increase is even more 
mounced. Per capita output, however, improved 
htly in the region as a whole (excluding Argentina), 
nough still far short of the 1958 figure. In Argen- 
a the deterioration was very marked, output being 10 
-cent lower than for the five previous years. As a 
ult, a number of measures for regulating supplies had 
be adopted, as shown below. 


(a) Meat 
The building up of the livestock inventory in Argentina, 
ich followed the excessive slaughtering in 1962/63 ° 
yught about a reduction in the volume of meat produc- 
nin 1964. The first three months of that year showed a 


Owing to the prolonged drought which occurred that year there 
; an exceptional increase in slaughtering which considerably 
uced the stock. It is estimated that the total number of head of 
le dropped from 48 million in 1958 to 41.5 million in 1963. 


parison with table 153 are due to the fact that a 
different period was considered. 


clear decline in the slaughter of cattle and sheep, resulting 
in a decrease in the production of meat. In the first half 
of 1964 the production of beef and veal was estimated at 
only 925,000 tons, a drop of 24 per cent with respect to 
the same period in 1963. 


High prices and excellent grazing conditions have 
stimulated restocking, and sales of cows, heifers and 
calves have therefore declined. Argentina has had to 
import meat from Uruguay and live cattle from Paraguay 
in order to supply its domestic needs. At the same time, 
the Argentine authorities have taken active steps to lessen 
the pressure of domestic demand and to avoid unduly 
adverse effects on exports. They include a prohibition on 
meat sales to the public on two days of the week. 

The situation has been better in other countries. For 
example, Mexico attained a record level of output in 
1963 with 450,000 tons, the highest figure for many 
years. 


(b) Milk products 
Milk production in the major Latin American countries 
has remained practically at a standstill in the past three 
years, which has meant a drop in the already low per 
capita output. Table 157 shows that, with the exception of 
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Table 156. Latin America: Indexes of livestock production, total and per capita, 1950-63" 


(1958 = 100) 


Latin America 


Stee Latin America (excluding Argentina) Argentina 
Total Per capita Total Per capita Total Per capita 
1950 82 103 81 102 85 100 
1951 81 99 84 103 78 90 
1952 81 96 84 100 aa 86 
1953 80 93 87 101 72 79 
1954 80 90 85 96 74 80 
1955 85 93 86 94 86 91 
1956 92 98 89 94 97 101 
1957 97 100 96 99 99 101 
1958 100 100 100 100 100 100 
1959 91 88 99 96 80 79 
1960 91 86 99 93 80 Ti 
1961 97 89 102 93 89 84 
1962. 100 90 102 91 98 91 
1963» . 102 89 109 94 97 89 
Source: ECLA, on the basis of official statistics. pork and wool. 
® At constant 1948 prices. Includes beef, mutton, > Provisional indexes. 
Table 157. Latin America: Milk production in selected countries 
(Thousand of tons) 

Country es 1962 1963 1964* 
Argentina 4,621 4,534 4,633 4,581 
Brazil 4,613 5,452 5,478 5,148 
Chile . 816 761 875 823 
Colombia 1,824 1,785 1,851 1,901 
Mexico 2,303 2,960 3,243 shat 
Peru . 401 420 438 447 
Uruguay 681 52: 753 755 
Venezuela 406 479 538 560 

ToTaAL 15,665 17,143 17,809 17,767 


Source: United States Department of Agricul- ae 
ture, Foreign Agricultural Service, November 1964. 


Country 


Argentina 
Brazil 
Chile . 
Mexico 
Peru . 
Uruguay 


(Metric tons) 


Average 


rovisional figures. 


1956-60 1962 1963 
203,254 198,491 190,961 
27,397 25,265 25,719 
22,090 24,086 24,403 
4,354 5,670 5,851 
9,480 10,569 10,977 
81,737 86,001 87,996 


Table 158. Latin America: Production of wool (greasy base) in selected countries 


1964 


204,116 
26,716 
24,993 

4,989 
9,979 
87,089 


Source: United States Department of Agriculture, Foreign Agricultural Service, November 1964. 
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exico and Venezuela which registered a steady increase 
er the past few years, the countries listed recorded a 
gligible growth or even a decrease. These figures bring 
rcefully to light the general stagnation observed in the 
velopment of Latin America’s livestock production, 
already mentioned in many previous publications, both 
the ECLA secretariat and of FAO. 


(c) Wool 


Latin America’s wool output has remained at prac- 
ally the same level for the past two years. Only in 
‘gentina was there any significant increase in 1964, the 
lume of production exceeding that of 1963 by 14,000 
as. However, this merely represented a recovery of the 
s registered in the previous year and it barely reached 
> average for 1956-60. Uruguay’s output, the second 
‘gest in the region, remained at a standstill over the 
st three years, at a figure slightly higher than that 
ained in 1956-60. Except in the case of Peru, a 
neral increase in Latin America’s wool production is 
pected in 1965 (see table 158). 


4, FORESTRY PRODUCTION 


(a) General aspects of forestry development 


Nearly half Latin America’s territory is covered by 
ests, which, as the Governments and public opinion of 
> region are daily realizing more clearly, constitute a 
luable economic asset, by virtue of their immense 
sduction possibilities and their important role in the 
tection of natural resources. 


As regards forest policy, the most significant achieve- 
nts relate to the enactment of new forestry laws, the 
rganization of government forest services and the 
motion of forestry education at different levels. 
rest policy problems arising out of agrarian reform and 
id settlement have also aroused increasing interest, so 
ich so that they constituted one of the main topics 
cussed at the ninth session of the Latin American 
restry Commission held at Curitiba (Brazil) in 
yvember 1964. Likewise, there has been a greater ten- 
acy to give the labour sector a share in forestry 
tput through forestry development and production 
-operatives. 


Planning of the forestry sector and its inclusion in 
er-all economic and social development plans is 
eady a fact in some countries and is being envisaged in 
iers; nevertheless, forestry planning is still encounter- 
r initial difficulties which prevent it from taking its 
yper place as part of over-all planning. 


Forest protection has continued to make slow but 
‘e progress in most countries of the region, better 
tection being afforded against the principal causes of 
ir destruction. Nevertheless, two serious disasters 
atly affected production. In Brazil (State of Parana) 
least two million hectares of forests were destroyed in 
igust 1963 by one of the greatest forest fires ever 
yerienced in Latin America. 


Honduras has been the prey of an insect which bores 
ough the bark and has been the cause of the swift 
struction of thousands of pine-trees, thus far affecting 
arly one million hectares of natural forests of this 
cies. The losses sustained by this country are in- 
culable, and the pest is now spreading to Nicaragua. 


Economic use of forest resources represents an impor- 
tant stage of over-all development, and all the Latin 
American countries are attempting to achieve this 
through a number of measures. These include projects 
to facilitate access to forests and the transport of forest 
products; mechanization of production activities; train- 
ing of skilled manpower; forest management with a view 
to obtaining a steady yield; promotion of afforestation; 
expansion of domestic and foreign markets, etc. 

Despite the recent progress made by Latin America’s 
primary forest industries, they have not yet achieved a 
stage of over-all development commensurate with the 
supplies of raw materials. Sawmilling is the most im- 
portant industry as regards production volume, but its 
output capacity does not appear to have increased in 
recent years; moreover, a large number of small saw- 
mills are still functioning with obsolete machines, 
resulting in a high proportion of low-quality sawnwood 
and extensive waste 

The panel products industry (fibreboard, particle 
board, wood-based sheet material and plywood) has 
made some progress and is concentrated in a far smaller 
number of plants possessing better technical capacity. 


(b) Forestry production in recent years 

Forestry production statistics for 1963 have not yet 
been published and the 1964 figures are in course of 
preparation. Therefore, only very general estimates may 
be hazarded as to probable production trends. 

The total volume of wood extracted seems to have 
increased, as in former years, at a minimum rate of 
growth; nevertheless, it apparently reached a total of 
not less than 207 million cubic metres. Approximately 
83 per cent of this quantity is fuelwood (firewood and 
wood charcoal), while only the remaining 17 per cent 
is wood for industrial use. 

Furthermore, the production trends of these two 
major categories, i.e., fuelwood and industrial wood, 
differ widely. The volume of fuelwood is steady or 
tends to diminish owing to the increasing use of sub- 
stitutes (gas, liquids and electricity) which more than com- 
pensate for the increase in consumption due to population 
growth. Conversely, the volume of wood used in- 
dustrially continues to increase, although slowly, but it 
has little effect on the total since it accounts for less than 
one-fifth. 

With specific reference to industrial wood, disparities 
also exist between the three major groups of primary 
wood industries: (i) sawnwood; (ii) panel products 
(compressed fibreboard, particle board, plywood, wood- 
based sheet material, veneer, etc.); and (iii) wood-pulp, 
cellulose and paper. 

Latin America’s sawnwood production has remained 
virtually at a standstill over the past few years owing to a 
great many factors, including the reduction of imports 
by Argentina, which is the most important market for the 
major producing countries of the region (Brazil, Chile, 
Paraguay); political crises which have paralysed housing 
plans; the growing distance from the sources of produc- 
tion and the greater difficulties hampering access to 
forests and the transport of products; the decapitali- 
zation of forest industries, etc. It is highly significant, 
for example, that Brazil’s sawnwood production, which 
amounts to more than half that of the whole region, 
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should have shrunk by 14 per cent between 1962 and 1963. 
On the other hand, Chile has increased its production of 
sawnwood, gradually replacing indigenous species of 
timber by insignis pine, which has secured important new 
markets outside the region (Israel, Italy, Belgium, etc.). 


Latin America’s production of panel products is still 
following an upward trend, as is that of pulp and paper. 
However, these industries have a minimum incidence in 
the consumption of raw material and the volume of pro- 
duction in comparison with sawmilling. 


5. FISHERIES PRODUCTION 


In 1963 world fisheries production was 46.4 million 
tons, the highest figure reached to date. In Latin America 
catches amounted to 8,850,000 tons, as against 8,620,000 
tons in 1962; in other words, the Latin American coun- 
tries accounted for nearly 20 per cent of the total world. 
It is calculated, in theory, that if the whole of this output 
could be used directly for human consumption it would 
cover over one-third of the existing deficit of animal 
protein in the region. However, most of Latin America’s 
fisheries production consists of species which cannot as 
yet be processed on a large scale for direct human con- 
sumption, being used for the manufacture of fish meal for 
animal consumption. In any case, it is clear that the 
present production has meant an increase in protein 
consumption and, therefore, a marked strengthening of 
the economy of countries exporting processed fish 
products. 

This applies more specifically to Peru which, with its 
output of 6,901,300 tons, has become the world’s major 
fish exporter. Of this total, 98 per cent consists of 
anchoveta (a type of sardine) which is nearly all used for 
the manufacture of fish meal. Peru’s 1964 production will 
probably exceed 8 million tons, since some 7 million 
tons had already been caught in the first ten months of 
the year. 

Chile, with catches amounting to over 760,000 tons, 
was the second largest producer in Latin America and the 


fifteenth in the whole world. Most of this quantity 
539,000 tons—was anchoveta for the manufacture 
fish meal. 

Chile’s 1964 production has continued to increase a 
700,000 tons of anchoveta had already been process 
in the first eleven months of the year. It is theref< 
estimated that the year’s output may come close to, 
even surpass, one million tons. 

Brazil’s production of some 380,000 tons was the sai 
as in 1962, whereas Mexico produced 244,000 tons, tk 
considerably exceeding its output in previous yea 
In Argentina, too, production increased appreciably 
by 32 per cent—for a total of 122,000 tons. This figu 
the highest ever attained, is ascribed to the fact that th 
was a substantial increase in salt water fishing in respot 
to the demand from filleting, refrigerating and freezi 
industries. 

Venezuela with its 97,200 tons, Ecuador with 52,01 
Colombia with 47,400, Cuba with 36,600 and Jama 
with 13,900 follow next in order of production volur 
Output in the rest of the Latin American countries y 
below 10,000 tons. 

In 1963 Peru’s exports of fish meal alone amounted 
over 1,100,000 tons, worth more than 115.5 milli 
dollars; Chile, for its part, exported 105,000 tons of s 
water products, to a value of over 13 million dollars 
figure which will be easily surpassed in 1964, since in 1 
first nine months nearly 133,000 tons of fisheries produ 
had already been exported. 

The boom in Latin America’s fishing industry, p 
ticularly in Peru and Chile, is reflected in the fact tl 
investment in connexion with the fish meal process! 
industry alone amounts to over 250 million dollars. 

In Peru there were 195 fish processing plants, and | 
fleet of 3,700 vessels included about 1,600 with a capac 
of from 5 to 300 tons. Chile had approximately | 
plants, either installed or about to be installed, and 
fishing fleet of 6,657 vessels included some 370 witk 
capacity ranging from 10 to 400 tons. 


B. MANUFACTURING INDUSTRY 


In the context of the Latin American economy as a 
whole, the trend of manufacturing industry was particu- 
larly favourable in 1964, the industrial product being 
8.2 per cent more than in 1963. This is a satisfactory rate 
of growth both in absolute terms and in comparison with 
the increment of 5.4 per cent in the over-all product during 
the same period, which was also larger than before. 


This evolution on the part of industry is doubly 
significant. On the one hand, the recession of the last 
few years, which culminated in 1963 in an increase of 
only 1.3 per cent against 3 per cent in 1962, 7.5 per cent 
in 1961 and an average of 6.2 per cent for the fifties, was 
finally brought to a halt. As the Survey for 1963 points 
out,’ the decline in production was not accompanied by 
an equally marked slackening off in efforts to expand and 
diversify production, modernize operating techniques 
and increase their efficiency. Hence, the decline seems 


7 ECLA, Economic Survey of Latin America, 1963 (United 
Nations publication, Sales No. 65.11.G.1). 


to have been essentially circumstantial, and unlikely 
have jeopardized industry’s chance of recovering 
previous rate of growth and even exceeding it over | 
short term. This interpretation has been borne out 
events in 1964, when the industrial product achieved ¢ 
of the largest increments recorded in any post-war year 


Secondly, this expansion restored to the industt 
sector the dynamism that had once distinguished it fri 
other economic development trends only to be sapped 
recent years. It is reasonable to assume that indus 
will develop more rapidly than the total domes 
product over the long term, among other reasons becai 
of the nature of demand for manufactured goods and 
sector’s contribution to the import substitution proce 
Indeed it has done so at certain times in the past. I 
instance the average growth rate of the industrial prod 
in the fifties was 6.2 per cent annually in comparison w 
4.8 per cent for the total product, and in 1961 the resp 
tive rates were 7.5 and 5.2 per cent. In the next two yeé 
however, despite a weakening in the rate of over. 
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owth manufacturing industry was unable to keep pace, 
e increment in the industrial product being 3 per cent in 
162 against 3.5 per cent for the economy as a whole, and 
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The changes in the volume of manufacturing production 
have generally tended to follow those in the over-all 
domestic product, and have been closely dependent on 


Table 159. Latin America: Evolution of the gross industrial product of theregion and of selected countries” 


1950-60 
I. Gross domestic product é 
Latin America (excluding Cuba) 4.8 
Il. Gross industrial product 
Latin America (excluding Cuba and 
Dominican Republic) 6.2 
Argentina Se 
Brazil 92 
Chile 4.2 
Colombia 6.5 
Ecuador . 4.7 
Mexico 3 
Peru 6.9 
Uruguay 3.9 
Venezuela 9.7 


Source: ECLA, on the basis of official statistics. 


Annual percentage rate of growth 


1961 1962 1963 1964 
Bes 3.5 1.7 4.9 
Tes) 3:1 iL 8) eS 
8.1 1.0) —5.1 13.3 
11.1 8.1 —0.3 12 
7.0 S)5) 6.6 5.0 
Se!) 6.7 4.7 6.8 
0.4 5.8 3:2 
3.6 6.4 O2 13.5 
10.0 8.6 5.6 5.6 
—2.5 0.1 —1.0 5.4 
3.8 11.5 7.8 14.0 


4 Calculations on value in millions of 1960 dollars. 


Table 160. Latin America: Index of the gross domestic industrial product* 


(1960 = 100) 

1950 1955 1961 1962 1963 1964 
Argentina. 5 5 : 69.3 83.6 108.1 100.5 95.4 108.1 
Bolivia , = : oe l07:6 124.7 101.4 107.9 110.9 122.6 
Brazil . . . : ‘ 41.5 61.2 111.1 120.1 119.7 118.3 
Chile . : 3 ‘ ° 66.4 85.3 107.0 117.2 124.9 131.2 
Colombia. : és 5 53.4 74.5 105.9 113.1 118.4 126.5 

Ecuador ; : ; 2 63.0 76.3 100.4 106.3 109.7 acy 
Paraguay . 3 is é 89.4 94.3 109.7 110.2 117.6 125.6 
Perieee 3 , ; : Sind 74.3 110.0 119.5 126.2 133.3 
Uruguay : ‘ A § 68.3 95.3 97.5 97.7 96.7 101.8 
Venezuela. A : : 39.7 69.1 103.8 115.7 124.7 142.2 
Mexico ‘ ; 5 f 49.3 67.8 103.6 110.2 120.3 136.6 
Panama ‘ . ‘ : 43.1 60.8 114.9 141.4 161.2 2a) 
Costa Rica . : 3 7 50.4 69.1 101.9 109.9 119.2 130.1 
El Salvador . : : : 50.0 72.5 109.7 116.6 125.0 143.7 
Guatemala . : : 5 65.2 74.0 105.9 110.5 115.6 123.1 
Honduras. Fi i : 51.0 75.8 108.6 117.9 128.5 140.7 
Nicaragua . ; : 4 49.2 82.5 105.3 118.5 132.3 141.9 
TOTAL, Central America 56.1 74.1 105.9 1113;3 121.6 132.2 
Tora, Latin America? 54.6 Toe 107.5 110.9 112.4 120.8 


Source: ECLA, on the basis of official statistic 


S. 


® Based on the value of the gross product at factor 


cost in 1960 dollars. 


3 per cent versus 1.8 per cent in 1963. The correlation 
1964 was more normal, thanks to the changes that took 
ace in that year, and industry’s contribution to the total 
omestic product rose to 22.5 per cent, thereby improving 
pon the 22.2 per cent achieved in 1961. 

Even so, developments in the last few years show that 
_most of the Latin American countries industry has 
iled to play a sufficiently dynamic and consistent role. 


b Including an estimate for Haiti, but excluding 
Cuba and the Dominican Republic. Estimates for 
Ecuador are included in 1964 figures. 


foreign trade possibilities. However, it would be hasty 
to generalize from these few facts, given the variety of 
characteristics displayed by industry in the different 
Latin American countries and the powerful influence 
that economic policy usually exerts on changes over the 
short term. 

As tables 159, 160 and 161 indicate, the industrial 
recovery in 1964 was common to all the Latin American 
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countries on which information is obtainable, except 
Chile and Peru, but naturally differed in degree. The 
most marked increase took place in Argentina, where 
manufacturing production had fallen off in 1962 and 1963. 
The increment is estimated to have been over 13 per cent, 
which is equivalent to the volume of output in 1961 and 
only 8 per cent more than in 1960. But in spite of its 
slow growth, Argentina’s industrial sector accounted 
for nearly a third of the over-all gross product, which is 
the highest proportion recorded for industry in Latin 
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in previous years although it still retained a certain amour 
of impetus. In Chile, the rate of industrial growth fe 
below its 1962 figure for the second successive yea 
Over the period 1960-64, however, the sector has bee 
expanding by 6.2 per cent annually, i.e., more rapid 
than in the fifties when the rate was 4.2 per cent. 

The more detailed analyses made in other sections « 
the present Survey help to explain these changes in th 
industrial product by relating them to the over-a 
economic development trends and other conditiot 


Table 161. Latin America: Contribution of industry to the total gross domestic product® 
(Percentage) 

1950 1955 1960 1961 1964 
Argentina 28.9 29.8 S15 31.9 32.3 
Bolivia 12.0 13.4 10.7 10.5 10.8 
Brazil . 16.5 18.9 23.4 24.3 24.3 
Chile 16.7 18.8 18.7 18.6 19.6 
Colombia 14.2 15.4 17.0 iGo? 17.9 
Ecuador 16.0 15.0 15.7 153 15.6 
Paraguay 19.4 18.1 eke 17.9 18.8 
Peru 14.6 16.6 17.7 17.8 18.5 
Uruguay 17.4 19.8 21.2 19.8 2153 
Venezuela 9.6 11.1 11.6 11.8 13.4 
Mexico 18.4 18.9 20.5 20.5 22.1 
Panama 8.2 9.9 12.6 13.3 16.2 
Costa Rica . 12.1 11.6 12.9 13.6 14.7 
El Salvador . BBif 6.4 1s TA 7.6 
Guatemala 10.0 10.1 10.6 10.8 10.6 
Honduras 8.5 11.2 12.1 1321 14.4 
Nicaragua 8.0 8.7 9.8 9.9 10.5 
Latin America® 18.8 19.9 21.8 22D, 2255 


Source: ECLA, on the basis of official statistics. 
® Based on the value of the gross product at factor 


cost in 1960 dollars. 


America. Mexico and Venezuela, together with El 
Salvador, Honduras and Nicaragua, are the countries 
with the fastest industrial growth as far as the present 
decade is concerned. A gross product index, taking 1960 
as the base year, shows figures ranging from 135 to 145 
for 1964. Mexico and Venezuela stepped up their already 
high rates of industrial growth when the annual incre- 
ment in the former rose from 9.2 to 13.5 per cent between 
1963 and 1964 and in the latter from 7.7 to 12.4 per cent. 
Brazil reversed the absolute decrease recorded in 1963, 
although the increment in 1964 (2.3 per cent) was far 
from the rate of development maintained by the manu- 
facturing sector up to 1962. With the slight rise in its 
rate of growth, Colombian industry kept up one of the 
most even and sustained development trends displayed 
by the manufacturing sector in Latin America. Its 
average for the fifties fluctuated between 6 and 7 per cent 
and at no time in the sixties has the rate been lower. 
In Uruguay, on the other hand, industry made good 
headway for the first time in several years after its stag- 
nation and decline in 1961-63 and low average rate of 
growth in 1950-60. But even so the gross industrial 
product was only 1.8 per cent more in 1964 than in 1960. 
Preliminary estimates of the development of Peruvian 
industry indicate that the rate in 1963 (5.6 per cent) was 
close to that of 1964, which, in its turn, was slower than 


D 4963. 


© Including an estimate for Haiti, but excluding 
Cuba and the Dominican Republic. 


peculiar to each country. But the information availab 
is too fragmentary for a searching examination to be mat 
of the characteristics of the changes themselves or of tl 
effects of certain factors with a specific incidence. F 
example, the progress made by Argentine industry 
partly attributable to the development of the mot 
vehicle industry, whose production index is nearly | 
per cent higher than in 1963, and which has become mo 
dynamic by using a larger proportion of domesticall 
produced components. Increased utilization of capaci 
has been a feature not only of the motor vehicle a1 
equipment industries but also of other manufacturi1 
sectors such as chemicals and ready-made goods. ~ 
several cases, however, particularly those of machine 
and electric appliances the indexes have failed to mat 
the high levels recorded in 1961. In addition to the oth 
general factors which have weighed so heavily in Braz 
electric power had to be rationed again, the cuts bei 
particularly severe because of the prolonged drought th 
spread to all the sources of supply in the main regions 
the country during the first few months of 1964. 
Viewed from another angle, the general recovery in t 
rate of industrial growth is mainly attributable to t 
so-called “dynamic”? manufacturing activities, to jud 
from the data summarized in table 162, although t 
figures do not tally completely with those quoted earli 
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nce they are based on different sources and methods.’ 
otwithstanding the relatively substantial expansion in 
i¢ product as a whole, probably connected with what 
as at least an equally significant increase in domestic 
smand, the traditional industries are not thought to 
ave exceeded their 1963 figure by more than 3 per cent in 
ie aggregate, whereas the dynamic industries developed 
-a much swifter pace. The intensification of external 
smand may have something to do with the slow growth 
' the traditional industries; moreover, little headway 
as been made in the task of redistributing income on a 


Import substitution is generally agreed to have been 
one of the prime movers of industrial development in 
Latin America over the long term. But its chances of 
continuing to be in future are increasingly slender. On 
the one hand, the process is already far-advanced, and, 
on the other, the production lines that remain untouched 
are becoming harder to deal with because of their grow- 
ing complexity while regional imports have acquired an 
increasingly rigid structure. The region as a whole now 
has an exceptional low import coefficient of only slightly 
more than 8 per cent, which can scarcely be reduced any 


Table 162. Latin America: Quantum indexes of production 


(1958 = 100) 
ISIC Group Branch of industry 1960 1961 19628 1963* 1964% 
20-26 and 29 Traditional industries 107 112 113 TES: 118 
20-22 Food and tobacco. 108 113 115 117 120 
23 Textiles 106 111 107 108 114 
27 and 31-38 Dynamic industries 120 132 14] 144 153 
27 Pulp and paper. ; : 110 124 129 135 144 
31 and 32 Chemicals and petroleum refining 113 122 132 137 146 
34 Basic metals , 119 127 135 142 151 
35-38 Metal products 132 151 163 162 173 


Source: United Nations, Monthly Bulletin of 
Statistics. 


ore progressive basis. The quantum of imports in- 
eased appreciably in 1964 and, at the same time, non- 
irable consumer goods began to account for a much 
tger share of total purchases in many of the Latin 
merican countries. The domestic food and tobacco 
dustries stepped up their output very little, while the 
rogress made by the textile industries represented an 
yprovement of only slightly more than 14 per cent over 
e 1958 figure. 


If looked at in greater perspective, these changes 
ghlight the structural metamorphosis that is taking 
ace in Latin American industry, in that an increase of 
ver 50 per cent was achieved by the dynamic lines of 
roduction between 1958 and 1964, whereas the slow- 
-owth industries expanded by less than 20 per cent over 
e same fifteen years.® Moreover, the changes entail 
ther far-reaching modifications in the make-up of the 
gion’s industries, such as the adoption of more modern 
ethods, the achievement of greater productivity and 
ficiency and the use of more capital and less labour. 
Il these changes have already been brought about to a 
tain extent in the dynamic industries. 


The reduction that took place in the rate of industrial 
‘owth during 1962 and 1963 reveals the extent to which 
dustrialization has been hampered by adverse factors 
iat have been causing concern for some time and are 
ill a force to be reckoned with despite the recovery 
ade in 1964. 


8 It may be deduced from the table that average industrial growth 
as less than the rate of 8.2 per cent mentioned earlier. 


® It should be borne in mind, however, that the extent to which 
ese indicators underestimate the actual rates of industrial growth 
ill probably be greater in relation to the dynamic industries since 
ese frequently strike out on new lines that are not recorded in the 
tinuous industrial series until some time has passed. 


4 Estimates. 


further. Although the regional average is strongly 
influenced by Argentina and Brazil, whose coefficients 
were only 5.2 and 4.4 per cent respectively in 1964, in 
contrast to other countries which had very high ratios, 
each case taken by itself at its particular level clearly 
indicates that import substitution has been declining 
over the past fifteen years. In Argentina, for instance, 
the sharpest fall took place between 1950 and 1955, when 
the import coefficient dropped from 7.4 to 5.7 per cent, 
whereas in 1964 it was 5.2 per cent as in the previous 
year. The trend in Brazil was much the same; during the 
first half of the fifties the coefficient dropped from 7.5 
to 5.6 per cent and remained for the next nine years at 
4.4 per cent.!° 


These figures should not of course be accepted without 
question, since they may often stem from a particularly 
favourable turn in the external sector rather than a lagging 
rate of growth for domestic production. But even after 
all due allowance has been made, there can be no doubt 
that the expansion of manufacturing on the basis of 
further import substitution is becoming increasingly 
difficult. In the Latin American countries where indus- 
trialization is fairly well advanced, the continuation of 
the process involves the development of activities that are 
technically complex and of production lines character- 
ized by large economies of scale. In the countries with a 
less advanced manufacturing sector, their relative lack 
of development brings the restrictive forces into play 
at an earlier stage in the process of industrialization. 

The inflexibility that has come to characterize the 
import structure in the meantime is exemplified in the 
fact that non-durable consumer goods have for a long 
time represented more or less the same proportion of 


10 See chapter I of the present Survey. 
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total imports. For Latin America as a whole their share 
was virtually the same in 1963 as in 1950 (13.7 and 13.6 
per cent respectively), because the increases that took 
place during that time in Argentina (5.7 to 7.1 per cent), 
Brazil (6.7 to 7.2 per cent) and Chile (10 to 15.9 per cent) 
were offset by decreases in Colombia (14.6 to 9.5 per cent), 
Mexico (8.3 to 7.2 per cent), Peru (21.5 to 15.7 per cent), 
Venezuela (25.8 to 21.6 per cent) and Central America 
(28.3 to 25.1 per cent). 

These data—which will be analysed individually else- 
where in this study—are mentioned simply to illustrate 
the way in which the impetus given by import substitution 
to the industrial development of the Latin American 
countries is gradually weakening in their respective 
domestic markets. The rapid growth of certain dynamic 
industries during the stage of substitution in manu- 
factured goods tends to slow down to a pace commen- 
surate with the subsequent growth of domestic demand, 
and, in so doing, reduces the development rate of industry 
as a whole unless new substitution activities are launched. 
In specific cases relating particularly to the production 
of durable consumer goods, such as motor vehicles, the 
“take-off” is stimulated by the existence of repressed 
demand which cannot be met because of the inadequacy 
of the capacity to import. Once such demand has been 
covered, however, these industrial branches also tend to 


expand thereafter at the tempo required by natura 
growth and replacement needs. 


Although these are not typical short-term factors the 
may shed some light on the decline in the rate of industriz 
growth during 1962 and 1963 and its recovery in 1964 
They also justify the interest taken in industrial polic 
and the efforts made to adapt it to new requirements. 


In the last analysis, what are being sought are new an 
dynamic incentives to industrialization on the basis 
the three main objectives at which Latin America’s ovet 
all development policy is directed: a swifter growth rat 
for income and structural reforms which would pave th 
way for more progressive income distribution whil 
ensuring its success; the economic integration of Latt 
America, which will open new prospects for impot 
substitution by placing it on a regional basis and thereb 
breaking down the increasing limitations of isolate 
domestic markets; the expansion and diversification c¢ 
Latin American external trade through the addition o 
new export lines in manufactured goods. 


The fulfilment of these objectives does not, of coursé 
merely involve the pursuit of ventures still based on th 
traditional structure of industry; it calls for comprehen 
sive action embracing the whole of existing industry a 
well as its expansion and development on new lines. 


C. TRANSPORT 


1, GENERAL CONSIDERATIONS 


The importance of the transport sector in the develop- 
ment process and the serious and pressing nature of the 
problems involved have led various Governments in the 
course of the last few years to undertake a number of 
studies which, in some cases, have paved the way for the 
preparation of over-all development or public investment 
programmes for the sector. These aim at the moderniza- 
tion and development of transport services, and at the 
same time make provision for the changes in the institu- 
tional structure without which no such programmes could 
in fact be carried out. 


A brief review of events in 1964 indicates that no 
appreciable changes took place in the evolution of the 
Latin American transport sector. The railways are still 
in a very tricky position in several important countries, 
and in some instances the situation is becoming worse. 
Road networks, on the other hand, continue to develop 
at a satisfactory rate on the whole, and in some cases 
faster than in the preceding year. More concern was 
shown for the proper upkeep of road networks, and 
technical and economic studies on highway projects were 
intensified. Motor vehicle inventories went on increasing 
chiefly by virtue of the development of domestic produc- 
tion in several countries, although, as will be seen later, 
the industry underwent all sorts of vicissitudes. As 
regards maritime transport, its evolution in 1963-64 
displays somewhat contradictory features. In some 
respects favourable trends are shown, including some 
expansion of the share of the region’s own merchant fleet 
in the transport of inter-Latin American trade, the 
establishment of new intra-regional services and replace- 
ment of obsolete units; on the other hand, the total 


tonnage of the Latin American merchant marine dé 
creased, and, in consequence, so did its relative impo! 
tance—already very slight—in world merchant shippin 
as a whole. 


Brazil, Costa Rica, Ecuador, Surinam, Centr 
America and Panama have made special studies or in 
vestment programmes for the development of ports 
railways and roads with the aid of international organi 
zations. Similarly Honduras and Peru drew up invest 
ment programmes for 1964-65, which were evaluated b 
an ad hoc committee of the Panel of Nine and are now a 
the operational stage. 


Brazil and Chile have taken a number of significan 
steps to overhaul and improve the institutional structur 
of the transport sector. Towards the end of 1964 th 
Government of Brazil decided to set up a Ministry c 
Transport to cover and co-ordinate all the agencies con 
cerned with transport, namely, the Merchant Marin 
Commission, the Ports and Waterways Department, th 
National Highways Department, the National Highway 
Fund, the National Railways Department, the Federz 
Railway Network, etc. In Chile a bill was sent to Con 
gress by the Executive in December 1964 providing fo 
the establishment of a Ministry of Transport and Com 
munications. 


There are definite signs of the importance which th 
transport sector is assuming for the regional economi 
integration movement. In March 1964 the Latin Ameri 
can Railways Association was formed, and a regione 
shipping agreement was adopted by the member countrie 
of ALALC. Moreover, great importance is attache 
to a highways intercommunication programme as pat 
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f the plans for integrating the border zones of Colombia 
nd Venezuela. Progress has been made in the studies 
nd activities preparatory to the construction of the 
varretera Marginal Bolivariana de la Selva which will 
nk up five countries. Lastly, the Chilean-Argentine 
‘ommission on Economic Integration has concluded a 
umber of agreements for expanding and modernizing 
1e transport facilities between the two countries, and 
icreasing trade in rolling stock and the products of the 
1otor-vehicle industry. 


The creation of ALALC occurred at a time when 
any of the new interconnexions, especially the high- 
‘ays, were already enjoying increased traffic prospects. 
he traffic reductions, opening up possibilities for the 
stablishment of new trade flows or the expansion of those 
‘aditionally maintained, combined with two other 
actors to promote the development of overland traffic. 
ne of these was the high total cost of maritime transport, 
eriving mainly from the heavy port and harbour dues 
nd the slowness of terminal operations; while the second 
nd more recent, stemmed from the development of new 
sonomic centres in the interior of the countries con- 
erned. A typical case in point is afforded by the trans- 
ort of bananas between Santos and Montevideo; in the 
ist few years the cargo boats traditionally used have been 
lmost completely superseded by lorry transport. Travel 
me (at best six days by sea) is cut down to four days by 
oad, so that the amount of handling and the resultant 
ysses are reduced, while, in addition, the extremely 
eavy costs of loading and unloading at the ports are 
voided. Another example is the growing trade in 
yanufactured goods between Cordoba and Sao Paulo— 
oth inland cities—for which maritime transport is 
1advisable because of the greater distance involved. 


It is hoped that, with the agreements recently signed at 
1e Ministerial level by Argentina, Brazil and Uruguay 
hereby reciprocal facilities were granted to simplify 
1e frontier formalities required of freight lorries be- 
mnging to the signatory countries, a start will be made 
n the real integration of transport among the three. 

There was a substantial increase in the amount of 
xternal credit made available to the transport sector in 
964, since it rose to 239.6 million dollars from 148.5 
ullion in the year before. 

The largest amount went to Peru, Brazil, Ecuador and 
fexico, whereas the main beneficiaries in 1963 were 
Aexico, Colombia, Peru and Venezuela. 


The sources of credit also varied considerably. In th® 
tst year 16 per cent was provided by the Agency fo 
nternational Development (AID), 10 per cent by the 
nter-American Development Bank (IDB), 56 per cent 
y the International Bank for Reconstruction and 
Jevelopment and the International Development Asso- 
iation (IDA) in conjunction, and 18 per cent by Exim- 
ank, while the equivalent proportions in 1964 were 
8, 5, 21 and 26 per cent respectively. 


Again, if external financing is analysed according to 
1e end use to which the resources were put by the trans- 
ort systems, a difference can be seen between 1963 and 
964. In the former year, road transport—and highway 
onstruction in particular—was allotted 57 per cent of 
tal loans and credits, and in 1964 as much as 80 per 
ent; in 1963 the railways received 31 per cent against 
nly 11 per cent in the following year; the share of air 


transport was first 3 and then 5 per cent, while maritime 
transport (port construction and purchase of port 
equipment) was assigned 8 per cent in 1963 but only 4 
per cent in 1964. 


2. RAILWAYS 


(a) Railway passenger traffic 
Table 163 presents data on the evolution of passenger 
traffic in recent years for seven countries of the region. 
Suburban and general traffic are best analysed separately. 


Argentina and Brazil have the biggest volume of 
suburban passenger traffic, but it is also quite sizable in 
Chile and Uruguay. In Montevideo it represents more 
than half the total amount of passenger traffic on the 
Uruguayan railways. The service in question is really 
a local or municipal service, having nothing in common 
with the real purposes of rail transport, and operating, 
under those conditions, like a metropolitan surface transit 
line. 


The trend of general passenger traffic has been uneven 
in the last few years. The Mexican system was the only 
one to show a steady increase in the number of passengers 
during the period 1960-64, but as fares are low for social 
reasons, this increase has weakened the financial situation 
of the enterprise. It is estimated that the 1964 traffic will 
prove to have been the heaviest in the history of the 
Mexican railways. Next comes a group of countries 
where the fluctuations in the volume of traffic are, on the 
whole, indicative of stagnation and even regression, in 
comparison with the growth of the population. This 
category comprises Brazil, Chile and Uruguay. In 
Colombia, and more particularly in Peru, the volume of 
traffic definitely decreased. Argentina, where traffic also 
showed a marked downward trend (dropping by over 30 
per cent between 1960 and 1963), achieved a small up- 
swing of about 5 per cent in 1964, no doubt because of 
the improvement in the general economic situation of the 
country. But even so the volume of traffic in 1964 was 
smaller than in any year from 1948 to 1962. 

To sum up, the situation of the railways is still distinctly 
unsatisfactory where passenger traffic is concerned. 
Their share in the total passenger traffic market is low; 
they are being overborne by competition from motor 
vehicle transport, for which more and better highways are 
daily becoming available, and from airlines over long 
distances or in the case of travellers in the higher income 
brackets. 


(b) Railway goods traffic 

As in the case of passenger traffic, the situation of the 
Latin American railways is also unfavourable with respect 
to freight, especially when the region’s relative world 
position is considered. Although the aggregate length 
of the South American network represents about 8 per 
cent of the world total, its share in world traffic amounts 
to less than 1 per cent, and, what is more, is declining. 

The volume of traffic in South America is not even half 
as great as in Africa. Whereas in all other continents 
traffic figures followed an upward trend from 1960 to 
1963, increasing at rates ranging from 8 per cent in the 
case of Asia to 15 per cent in Africa, Europe and Oceania, 
in South America the total number of ton/kilometres 
decreased by 5 per cent. Unquestionably this downward 
trend was strongly influenced by the decline of traffic in 
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Argentina (nearly 30 per cent between 1960 and 1963). 
This falling-off was not offset by increases in other 
countries. The same state of affairs is reflected in the low 
traffic density on the South American systems, on all of 
which it averages less than 500,000 ton/kilometres per 
kilometre of track. The relevant figures are given in 
table 164. 


traffic, as they are faced by heavy competition from ro 
and river transport. Since the formation of ALAL 
there has been slightly more traffic over some of the 
particularly on the Uruguayan-Brazilian frontier, bu 
even so the improvement has been overshadowed by th 
increase in road traffic. There are unfortunately n 
separate data on international goods traffic over th 


Table 163. Latin America: Railway passenger traffic in seven countries, 1960-64 


(Millions of passengers and passenger-kilometres) 


1960 1961 1962 1963 1964 

Country aes Passengers Fasene re Passengers ies Passengers ee ee Passengers Pi pa le Passengers ronan 
Argentina® General 67.3 6,771.2 62.3 6,463.9 49.0 4,676.0 43.4 4,840.0 46.6 

Suburban 536.7 8,912.4 517.5 8,694.5 402.5 6,824.0 405.8 6,827.4 438.8 anne 
Brazil? General 88.5 7,180.0 99.9 7,581.0 98.9 7,393.0 100.6 7gt16:2) = LOOT, 7,516.7 

Suburban 332.0 8,215.0 357.0 9,274.0 389.0 10,503.0 369.8 9,779.8 349.0 9,298.3 
Chile General 22.9 1,900.0 DANS 1,785.0 22.4 1,919.0 22.5 1,992.0 22.7 2,050.0 
Colombia General 9.0 546.4 8.8 O5tes 9.0 623.1 8.6 626.6 Tips) 548.4 
Mexico® General 32.6 4,128.0 33.6 4,288.0 34.3 3,777.0 857i 3,885.9 36.2 3,803.0 
Peruf General 5.1 282.0 47 275.0 4.4 275.0 3.8 PAYS 35 263.3 
Uraguay® General 10.0 535.0 8.6 494.0 9.8 608.0 10.4 631.0 9.8 606.0 

SOURCES: 


4 National Development Council (Consejo Nacional de Desarrollo), 
Informe sobre el Plan de Desarrollo. Reference is to fiscal years, i.e., 
1 November to 31 October. 

National Railways Department (Departamento Nacional de 
Estradas de Ferro). The figures for 1963 and 1964 are estimates based 
on real data relating to the Federal Railway Network (Rede Ferroviaria 
Federal), which represents about 70 per cent of the whole system. 

° State Railways Accounting Department (Departamento de Con- 
tabilidad de los Ferrocarriles del Estado). Data for 1964 are estimated 
on_the basis of figures for 7 months. 

Office of the Under-Secretary for Transport, Railways Department 


(Subsecretaria de Transportes, Departamento de Ferrocarriles). Dat 
for 1964 are estimated on the basis of figures for 10 months. 

© Department of Communications and Transport, Railways Divisio 
(Secretarfa de Comunicaciones y Transporte, Direccién General d 
Ferrocarriles). Data for 1964 are estimated on the basis of figures fo 
7 months. 

f Railways Department (Direccién General de Ferrocarriles). Dat 
for 1964 are estimated on the basis of figures for 8 months. 

£ State Railways Administration (Administracién de los Ferrocarrile 
del Estado). Data for 1964 are estimated figures (number of month 
unspecified). 


TABLE 164, Latin America: Railway goods traffic in seven countries, 1960-64 
(Millions of tons and ton-kilometres) 


1960 1961 
Country —_ 
Ton Ton-km Ton Ton-km 

Argentina 26.2 15,188.3 22.0 14,014.5 
Brazil . 46.1 12,820.0 43.8 12,228.0 
Chile 14.1 2,025.0 13:9 1,953.0 
Colombia 5.4 768.0 322 775.0 
Mexico 32.2 14,004.0 30.6 13,524.0 
Peru 4.2 529.0 4.2 541.0 
Uruguay 15 399.0 1:3 320.0 


1962 1963 1964* 

Ton Ton-km Ton Ton-km Ton Ton-km 
ily? 10,900.0 16.3 eee 20.7 <a 
45.4 12,757.0 49.9 16,405.5 45.2 14,032.3 
15.8 2,192.0 L734 2,328.0 18.7 2,554.0 

4.5 918.0 3:7 891.3 3.2 940.7 
31.3 12,935.4 35a7 14,939.7 39.1 16,308.0 

39 533.9 4.0 560.5 4.1 593.4 

iy 281.0 it 280.7 1.4 370.0 


Source: United Nations, Monthly Bulletin of Statistics, op. cit. 


The biggest volume of international rail traffic is still 
on the Pacific side. In 1963 the Antofagasta—Bolivia 
railway moved 258,000 tons of freight, which was a 
record for the last few years, while the Trasandino, via 
Juncal, carried 86,000 tons and the Arica—La Paz railway 
48,000 tons. With respect to the other line running from 
the Pacific seaboard to Bolivia—the Guaqui—the latest 
figures available in international goods traffic are for 
1958 (81,500 tons). There remain in this sector the Arica— 
Tacna connexion (6,000 tons) and the Antofagasta-Salto 
line on which no information is obtainable. The 
international railways to the Atlantic have much lighter 


® The data relating to 1964 are estimates based on the figures fc 
certain months. 


Villaz6n—Atocha and Santa Cruz—Yacuiba lines™ linkin 
Argentina and Bolivia and the Encarnacién—Posada 
line between Argentina and Paraguay, but it is doubtft 
whether it is much more than 100,000 tons a year fo 
the three together. In Bolivia, the Santa Cruz railwa 
(formerly Corumba-Santa Cruz) has an internation: 
freight traffic of less than 5,000 tons a year. The Sout 
Brazilian connexion with Uruguay carried nearly 30,00 
tons of freight in 1963, and had already exceeded the 
figure in the first half of 1964. Traffic is light over th 


1 The Santa Cruz-Yacuiba line has not yet been completed. 


[. TRENDS OF THE PRINCIPAL SECTORS OF PRODUCTION 


155 


nnecting line between Argentina and Brazil through 
‘uguayana, amounting to 8,100 tons in 1963, but is 
Owing signs of increasing since it totalled 5,200 tons 
r the first six months of 1964. 

To sum up, total international traffic in 1964 may be 
mated at 600,000 tons, of which 60 per cent was 
tried between Bolivia and ports on the Pacific seaboard. 
le remainder was intra-regional and will probably 
crease in volume with the progress of economic 
egration. 


(c) Financial situation of the railways 

For the Latin American railway systems, almost with- 
t exception, the financial situation has become their 
gest problem, and in some countries, such as Argen- 
a, Brazil, Chile and Uruguay, is actually a key factor 
regards placing the public finances on a sound footing. 
le operational coefficients!? of some of the South 
nerican systems—in particular, those of Brazil and 
‘uguay in 1964—are unquestionably among the highest 

the world, although allocations for maintenance 
rposes are minimal or non-existent. 
The situation, which had grown worse by the end of the 
ties, inasmuch as the last of the sizable networks to 
ow relatively clean balance-sheets (those of Colombia, 
exico and Peru) had lost their financial stability, has 
come depressing during the past five years. The three 
untries mentioned are still the least affected, with 
efficients in the neighbourhood of 120-130. In Argen- 
a, Brazil, Chile and Uruguay the state of affairs is 
sitively alarming, the coefficients ranging from 212 to 
4. In the aggregate, the railway deficits of these four 
untries amount to more than 500 million dollars. 


3. HIGHWAYS 


Broadly speaking, the road networks of the Latin 
nerican countries continued to develop at a satisfactory 
ce in 1964, Investment in road projects was stepped up, 
owing attention being devoted to keeping the networks 
better repair, and greater interest was displayed in 
veloping road links of importance for the integration of 
> region. The external financing made available to the 
insport sector in 1964 was twice as much as in 1963. 


(a) International highways 


Progress continued to be made on the Pan American 
shway system, and the Inter-American Highway from 
exico to Panama was expected to be ready for use by 
> end of 1964 or the beginning of 1965. By mid-1964, 
ly a few sections in Guatemala, Costa Rica and Panama 
ll remained to be paved. Work proceeded on the 
gineering studies relating to the determination or 
ection of the route and the construction of a stretch of 
ad over 800 kilometres long, on the borders of Colom- 
1 and Panama, to bridge the so-called Darien gap, 
lich at present interrupts road communication between 
ntral and South America. Difficulties have arisen, 
wever, in connexion with the financing of these tech- 
>al studies, since expenditure has exceeded the amount 
dgeted. The Permanent Executive Committee of the 
n American Highway Congress, during its session at 
exico City in July 1964, adopted a resolution providing 
r additional financial assistance from the Inter- 
nerican Committee on the Alliance for Progress 


2 Ratio between operational receipts and expenditure. 


(ICAP) to defray the costs of the engineering studies in 
question. 


At the same session it was decided to set up a sub- 
committee on the Carretera Marginal Bolivariana de la 
Selva, composed of representatives of the five countries 
concerned, with a view to promoting the co-operation of 
Governments in the preparation and execution of this 
project, which is deemed to be of importance for the 
whole continent. Similarly, the Committee recommended 
to the Governments of Brazil and Peru that they should 
establish a sub-committee to study and promote the 
construction of a road from Rio Branco, Cruzeiro do 
Sul and Boqueirao in Brazil to Pucallpa in Peru, which 
would form part of the Brasilia—Lima highway, and would 
constitute an important means of stimulating the inte- 
gration and economic growth of vast under-developed 
areas in the two countries. The Committee also took 
cognizance of the report of the sub-committee on the 
Pan American Transverse Highway (Carretera Trans- 
versal Panamericana) in South America (Lima—La Paz— 
Asuncion—Paranagua), and agreed to give its support to 
negotiations for financing, through the Alliance for 
Progress, the building or improvement of various stretches 
of the highway in question. The year 1964 witnessed the 
opening of the bridge over the Rio Parana, built by 
Brazil, which is a key section of the highway. 


During the period 1962-64, however, a relative tardi- 
ness is to be noted in the utilization of several external 
loans obtained in recent years for the building of roads 
and the purchase of equipment. Out of a 40 million 
dollar credit granted to Eximbank in May 1961 for the 
purchase of road equipment, only 18.5 million had been 
used by the end of 1964. Again in May 1961 a loan of 
42 million dollars was obtained from the Development 
Loan Fund for a specific works programme, but only 
6 million had been allocated and no more than 0.7 
million actually used by the end of 1964. Of an IBRD 
loan of 48.5 million dollars accorded in June 1961 for the 
purchase and amortization of equipment and the payment 
of firms of consultants, the amount invested up to the 
last quarter of 1964 was 13.7 million. 


Under the Ten-Year Economic and Social Develop- 
ment Plan a resolute effort is being made, with the co- 
operation of the Alliance for Progress, to build approach 
roads to the wide and fertile lowlands lying east of the 
Andes, which are at present cut off and uninhabited. 


Bolivia currently possesses a highway network of 
19,634 kilometres of roads of all types, of which about 
4,200 kilometres are not regularly kept in repair, approxi- 
mately 5,000 kilometres are regarded as usable all the 
year round, and only 544 kilometres are paved. It is 
imperative to build new roads and improve those already 
in existence as a means of speeding up the migration of 
poverty-stricken families from the over-populated Alti- 
plano to the plains east of the Andes, where large tracts 
of land are available for agricultural settlement. A num- 
ber of the new Bolivian highways are being linked up 
with major rivers navigable for barges and small motor- 
boats, a step which will enable one-fourth of the national 
territory to be developed and transport costs to be 
reduced. 

The other roads for whose construction and improve- 
ment AID loans totalling 7.2 million dollars have been 
obtained are those from Yapacani to Puerto Goether 
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(62 kilometres) and from Guabira to Yapacani, Chane 
and Puerto Banegas (162 kilometres), which will give 
access all the year round to new settlement areas in 
Santa Cruz. 

As in other Latin American countries, greater concern 
was shown in Brazil for the maintenance of the road 
networks. In 1964 special attention was devoted to the 
Nordeste region. Two loans totalling 20 million dollars 
were granted by AID, primarily for the purchase of 
equipment and parts for road maintenance in nine of’the 
Nordeste States, through the Superintendencia do 
Desenvolvimento do Nordeste (SUDENE), which is 
contributing additional sums for the purchase of domesti- 
cally-manufactured equipment. In the same year, AID 
also extended three other loans, amounting in all to 
18.4 million dollars, by way of co-operation in SUDENE’s 
combined highway programme. 


Under this programme, a technical and economic 
study was undertaken, with AID assistance, on an 
arterial road in the State of Ceara, to cover an approxi- 
mate distance of 680 kilometres, between the seaport of 
Camocim and the inland town of Crato. Only about 85 
kilometres of this road, which would open up a vast 
area in the interior of the State of Ceara, have been 
built so far. 


The Federal Government has submitted to Congress an 
ambitious 25-year highway programme, comprising the 
construction of arterial roads in the interior, designed to 
open up huge tracts of territory, particularly in the 
States of Para and Mato Grosso, as well as the building 
of an extensive network of roads to and from Brasilia. 


The Government of Ecuador has launched an impor- 
tant five-year highway programme whose total cost is 
estimated at 62.2 million dollars, to be financed mainly 
by loans obtained from four credit institutions in May 
1964, 1.e., 9 million dollars from IBRD; 8 million from 
the International Development Association (IDA); 
13.3 million from AID; and 6 million from IDB. 


Primarily, the programme envisages the completion of 
several highways of importance for the development and 
integration of the Ecuadorian economy; the construction 
or improvement of other roads (500 kilometres); and 
measures conducive to the better maintenance of the road 
network, including completion of workshops, purchase of 
equipment, training of personnel, etc., in order to ensure 
that about 5,000 kilometres of highways, constituting the 
backbone of Ecuador’s road network, may be kept in 
proper repair. 

At the present time the total length of Ecuador’s high- 
way network is about 15,000 kilometres, including roads 
of all types, of which only half are open to traffic through- 
out the year. 


Mexico’s highway network has continued to develop 
rapidly in recent years. Although the total length of the 
network underwent little change in 1963-64, its technical 
standard and specifications notably improved, especially 
if the increasing proportion of paved and improved- 
surface roads is taken into account. Together with that of 
Venezuela, Mexico’s road network may be regarded as 
the best in the region. 

For the financing of the road network, the Government 
of Mexico has obtained several external loans in recent 
years, which have been channelled through Nacional 
Financiera, S.A. In 1960 IBRD granted a 25 million 


dollar loan for the enlargement and reconditioning of t 
national road network as a whole, and this is still bei 
used. In 1962, IBRD, by lending a further 30.5 milli 
dollars, co-operated in the financing of road expansi 
programmes for 1963, 1964 and 1965. The loan is i 
tended to further a current programme for the constrt 
tion of toll roads and bridges. 


The starting-point of two of these highways is Mexi 
City. The first (Mexico City—Orizaba) consists of t 
sections: the Mexico City—Puebla stretch, inaugurated 
1962, which has four traffic lanes and is 110 kilomett 
long, and the two-lane Puebla—Orizaba stretch, I 
kilometres long, which is approaching completic 
The road to Pachuca will consist of a four-lane secti 
from Mexico City to Venta de Carpio, 32 kilomet 
long, and already finished, and a 65-kilometre stret 
with two traffic lanes, still under construction. 


In September 1963, IBRD granted another loan 
AO million dollars to help finance the highway program1 
for 1963-66: reconstruction, completion or building 
40 roads with a total length of 6,650 kilometres, and t 
purchase of maintenance and laboratory equipment wi 
a view to improving and expanding maintenance servi 
and facilitating the inspection of road-building. T 
total cost of this programme is equivalent to 96 milli 
dollars, the 42 per cent corresponding to foreign « 
change requirements being covered by the loan. 


The Mexican section of the Pan American Highway t 
been completed, and in recent years regular maintenar 
operations have been carried out, and certain import 
stretches have been resurfaced. During the last four yes 
various works have been undertaken on other roads 
international importance such as the Mexico Cit 
Reynosa, Mexico City—Piedras Negras, Mexico Cit 
Ciudad Juarez and Mexico City-Tijuana and Noga 
highways, which link up with the United States ro 
system on Mexico’s northern frontier, and the Arriag 
Tapachula highway, connecting with Guatemala’s ro 
network on the Pacific seaboard. 


The road network in Paraguay has developed rapic 
in recent years after the slow progress made in the fiftie 


Attention has been primarily devoted to four arter 
roads which constitute the main axes of the system, sir 
they link up areas whose economic potential is consid 
able, and are envisaged as parts of a far-reaching int 
national network. It was expected that the road fre 
Asuncion to Puerto Stroessner, with a total length of 3 
kilometres as far as the international bridge (Puer 
Internacional) over the River Parana, where it conne 
with the Brazilian highway running from Foz de Igua 
to Curitiba and the port of Paranagua, would be co: 
pleted by the end of 1964. The end of 1967 is the es 
mated date of completion of the 366-kilometre highw 
joining Asuncién with Encarnacién, on the Up 
Parana river near the frontier of Argentina. A jo 
Brazilian-Paraguayan Commission is in charge of t 
construction of a road 214 kilometres long, from t 
river port of Concepcién to Pedro Juan Caballero, ji 
beyond the Brazilian frontier. The work is progressi 
slowly, but is expected to proceed at a more rapid ps 
during the next two years ; the earthwork has alrea 
been done up to a point 130 kilometres from Concepci¢ 
What is involved is partly the reconstruction and impro’ 
ment of an old highway, or sections thereof, already 
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stence. Lastly, the road across the Chaco (Carretera 
anschaco), from Villa Hayes, near Asuncion, to the 
livian frontier (778 kilometres), was begun in 1956 
a basis of very modest investment, but its construction 
s speeded up as from 1959. The earthwork and engi- 
ering works were completed in 1964, and the whole 
gth of the road was conditioned for traffic. It will form 
rt of a major highway crossing Paraguay and Bolivia, 
ich will provide a road link between the countries on 
- Pacific seaboard and the south of Brazil, Uruguay 
d part of Argentina. 


[he progress of the road network in Peru, which was 
atively slow in the fifties, has been given a powerful 
petus in more recent years, in respect of both national 
hhway programmes and regional projects such as the 
tretera Marginal Bolivariana de la Selva. 


[In agreement with IBRD, IDB and AID, the Govern- 
nt of Peru is carrying out a programme of technical 
dies with a view to the formulation of a detailed and 
-ordinated road network development plan. To this 
1, IBRD granted a loan of 300,000 dollars and IDB 
other of 475,000 dollars. Towards the end of 1964, a 
atract was also signed with a firm of United States 
asultants for the study of an integrated transport 
velopment and investment plan, covering not only 
hways, but also railways, airports, seaports and inland 
terways. 


One of Peru’s most important highway projects is the 
id across the Andes which will connect the northern 
vn of Olmos, near the Pacific coast, with Yurimaguas, 
ort on the river Huallaga, one of the tributaries of the 
aazon river system. Part of this road is already com- 
ted, but important sections are still awaiting construc- 
n or improvement, especially in the mountainous 
dean area and in the Amazon basin, where many 
dges are required. The Government of Peru has 
tained a loan of 12.1 million dollars from AID and 
> of 23 million dollars from Eximbank, the latter for 
» 277-kilometre stretch between Pomococha and 
rapoto, which is the most difficult and costly of all. 
e completion of this road will open up a vast agri- 
tural area suitable for both tropical and sub-tropical 
ducts. Within the highway’s area of influence, about 
000 hectares are at present used for agricultural 
duction, and it is estimated that once the road is 
ished, the area under cultivation will be expanded to 
sr 200,000 hectares. 


[he rate of road works and investment in Uruguay has 
nained stationary in the last few years. 


.oans received from IBRD and IDB have been used 
engaging the services of firms of consultants specializ- 
‘in road maintenance and repair studies. According to 
ormation furnished by the Ministry of Public Works at 
beginning of 1965, the projects comprised in the 1961 
hway plan are approaching completion, and a start has 
mn made on some of those included in the plan 
wn up in 1962; the one corresponding to 1963 has 
sn submitted to Parliament for approval, and is under 
cussion. 


According to a provisional inventory, by the end of 
44 Venezuela’s road network had attained a total 
gth of 30,722 kilometres, having expanded by 11 per 
it since 1962. Particularly noteworthy is the growth of 
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the paved network, which increased from 11,718 kilo- 
metres in 1962 to 14,366 kilometres in 1964, with the 
result that by now almost half the total network has been 
paved; this is an indication of the high quality of Vene- 
zuela’s road system. In addition to the paved network, 
there are 11,508 kilometres of improved-surface roads 
and 4,848 kilometres of all-weather earth roads. 


In August 1964, IBRD, with the participation of several 
private banks in the United States, granted the Govern- 
ment of Venezuela a 30 million dollar loan to assist it in 
the execution of its highway programmes. The loan is 
earmarked primarily for the construction or improve- 
ment of two sections of an arterial road connecting the 
central zone of Venezuela with the south-western pro- 
vinces. One of these sections (205 kilometres) stretches 
from Barinas to La Pedrera, and the other (103 kilo- 
metres) from La Pedrera to San Cristébal. The execution 
of this project will promote the development of a large 
area with substantial agricultural and forest resources, 
access to which is difficult at present. With the help of 
the loan to cover foreign exchange expenditure, several 
improvements are also contemplated for the motorways 
in the immediate vicinity of Caracas, with a view to 
relieving the serious traffic congestion in the capital. 


In addition, a loan of 13.3 million dollars was obtained 
from Eximbank in 1963, to finance the purchase of 
imported parts for the construction of a bridge over the 
river Orinoco, near Ciudad Bolivar. This bridge is con- 
sidered to be an important factor in the economic develop- 
ment of the Guiana area. 


Several of the Central American Governments are 
devoting increasing attention to the construction and 
improvement of local and approach roads, with a view 
to the completion of the basic road network at both the 
national and regional levels. To this end, they have 
obtained substantial financial assistance from IDB. 


In June 1964 IDB granted the Government of Costa 
Rica a 4 million dollar loan for the construction and 
improvement of fifty approach roads with a total length 
of over 600 kilometres, mainly located in areas whose 
agricultural potential is excellent but whose develop- 
ment is hindered by the inadequacy of transport facilities. 


Early in the same year, IDB gave the Government of 
Honduras a loan of about 1.6 million dollars for the 
construction and improvement of thirteen local roads in 
the Valle de Sula area, in the north, whose economic 
potential is considered one of the highest in the country. 


A loan of 4.5 million dollars was granted by AID to the 
Central American Bank for Economic Integration for the 
purpose of completing and improving the Nicaraguan 
sections of two important highways, forming part of 
Central America’s regional road network, which will 
provide much better road connexions between Nicaragua 
and Honduras. 


In the case of Panama, IDB extended a loan of 300,000 
dollars to finance the technical and economic studies for a 
highway from Colén to the capital of the Province of 
Coclé, Penonomé, situated on the Pacific coast about 
130 kilometres south-west of Panama City. This new 
highway would reduce the present transport distance 
between Colén and Penonomé by over 100 kilometres. 
Part of another loan of 8.5 million dollars obtained from 
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IDB by the Government of Panama to finance the inte- 
grated development of the La Villa river basin, in the 
central zone, will be used for the construction and 
improvement of approach roads. In addition, Eximbank 
granted a loan of 3.5 million dollars in August 1964 for 
the completion of the Panama section of the Pan Ameri- 
can Highway. 


4. MARITIME TRANSPORT 


(a) Foreign trade traffic by sea and inland waterways 


During the year 1963 the South American countries 
and Mexico continued to rely mainly on maritime and 


coffee from Brazil, fish meal from Peru, sulphur and s 
from Mexico, nitrate from Chile, sugar from Bra’ 
Peru and Mexico and copper from Chile. 

The share of Latin America’s merchant fleets in forei 
trade transport in 1963 increased from the precedi 
year’s 6 per cent of the total to 7 per cent, with a volume 
16.6 million tons. It amounted to 32 per cent in the ¢: 
of imports and only 2 per cent in that of exports. 


(b) Intra-regional trade 
Reciprocal trade was concentrated in the southé 
zone countries, particularly between Argentina a 
Brazil, Argentina and Chile, and Argentina and Pe 


Table 165. South America and Mexico: Foreign trade traffic by sea and inland waterways, 1963 
(Millions of tons) 


Percentage of 


Exports Imports foreign trade 

cargo trans- 

Country Total® Ree Percentage Total® hee Percentage ?' yey Tn 

waterways 

Argentina 10.5 10.3 98 6.1 5.8 95 96 
Brazil . 14.1 13.9 99 LT 17.6 99 99 
Chile 9.2 on 99 353) ee) 97 98 
Colombia 522 Sil 99 1.2 ali 92 98 
Ecuador 1.2» 1.2> 99 0.6" 0.6 99 99 
Mexico 11.8 6.5 55 4.4 12 28 48 
Paraguay 0.3 0.3 97 0.3 0.3 90 94 
Peru 9:2 92 99 2.0 2.0 99 99 
Uruguay 0.5 0.5 99 0.9 0.9 96 97 
Venezuela 173.0 173.0 100 2.2 2.2 100 100 
TOTAL 2355 229.7 98 38.7 34.9 90 96 


Sources: For Argentina, Brazil, Chile, Colombia, 
Peru and Venezuela, Anuarios de Comercio Exterior 
(1963); for Ecuador, Boletin del Banco Central del 
Ecuador (June and July 1964); for Paraguay, 
Boletin Estadistico del Banco Central del Paraguay 
ae 1963); for Mexico, Ministry of Shipping 

Secretaria de Marina de México), Informe de 
actividades de la Direccién General de Marina 
Mercante, 1964; and for Uruguay, National 
Statistics and International Trade Centre (Centro 


inland waterway transport for the purposes of their 
foreign trade (see table 165). 


The waterborne traffic of the ten countries taken into 
consideration here expanded from 249 million tons in 
1962 to 252.9 million tons in 1963 (see table 166); of this 
11.7 million corresponded to reciprocal trade (which 
declined by 14 per cent in relation to the preceding year), 
218 million to exports and 23.2 million to imports. 


As regards the composition of this traffic by types of 
cargo, liquid fuels and dry cargo maintained their respec- 
tive shares of 68 and 32 per cent in total maritime and 
inland waterway transport. As in previous years, 
Venezuela was responsible for almost all exports of 
liquid fuels, while Brazil kept the lead with respect to 
imports of petroleum and its derivatives. Where dry 
cargo was concerned, Argentina, Brazil and Chile 
accounted for half the exports and two-thirds of the 
imports. Out of the 63.7 million tons constituting total 
exports of dry cargo, one-half was made up of bulk iron 
ore from Venezuela, Brazil, Chile and Peru, while next 
in order as regards tonnage came cereals from Argentina, 


de Estadisticas Nacionales y Comercio Inter- 
nacional del Uruguay), Andlisis Estadistico, 1963. 


4 The figures for the reciprocal trade of the Latin 
American countries under consideration are dupli- 
cated, inasmuch as they are included under both 
exports and imports. If this duplication is eliminated, 
the total volume of maritime and inland-waterway 
traffic is reduced from 264.6 to 252.9 million tons. 


b Estimates. 


whose reciprocal transactions accounted for nea 
two-thirds of inter-South American traffic in general ¢ 
bulk cargo, in both directions, while Venezuela was s 
almost the sole supplier of liquid fuels to the rest 
South America, especially Brazil, Argentina and Urugu 


It can be inferred from these data, partial as they ¢ 
that the share of ALALC merchant fleets in recipro 
trade has increased of late, both because the region a 
whole has awakened to the necessity and expediency 
transporting its cargo in its own bottoms, and beca' 
several new intra-regional shipping lines have recer 
been established by Latin American companies. 

During 1964, the Empresa Lineas Maritimas Arg 
tinas (ELMA) extended its Pacific route, which forme 
took in only Peru, as far as Ecuador and Colomb 
the Chilean shipping firm Compafia Sudamericana 
Vapores inaugurated a line to Vera Cruz and Tampi 
using the three vessels with which it operates a regu 
service to United States ports on the Gulf of Mexi 
and Maritima Mexicana, S.A., in conjunction w 
Servicios Maritimos Mexicanos, S.A., established | 
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(c) Merchant marines 
During the five-year period 1959-63, the average 
annual rate of growth of the merchant marines of the 


ea Mexicana del Pacifico, with two motor vessels 
ing fortnightly between Acapulco and Buenaventura, 
| calling en route at Amapola, Puntarenas and Balboa, 


Table 166. South America and Mexico: Share of national shipping in transport of 
foreign trade cargo, 1963 


(Millions of tons) 
Country EDO Laas Total Percentage 
Volume Percentage Volume Percentage sie WeaEe 

Argentina 1e7, 17, 1.9 33 3.6 23 
Brazil@> 1.0 7 TP 41 8.2 26 
Chile 1.02 11 0.6 26 1.6 14 
Colombia® 0.1 2. 0.2 16 0.3 4 
Ecuador? 0.1 6 0.0 8 0.1 7 
Mexico 1.0 16 0.2 16 hp 16 
Paraguay 0.1 28 0.1 50 0.2 39 
Peru> . 0.3 3 0.2 8 0.5 4 
Uruguay® 0.0 12 0.6 28 0.6 26 
Venezuela? a ye 0.3 15 0.3 

TOTAL 53 Ds 13 32 16.6 7 

Sources: For Argentina, Panorama WNaviero Venezolana de Navegacidn. 


Iberoamericano, No. 10, July 1964; for Chile, Office 
of the Under-Secretary for Transport (Subsecretaria 
de Transportes); for Colombia, Flota Mercante 
Grancolombiana, S.A.; for Mexico, Ministry of 
Shipping (Secretaria de Marina); for Paraguay, 
Flota Mercante del Estado; for Uruguay, National 
Ports Administration (Administracién Nacional 
de Puertos); and for Venezuela, Compafiia Anénima 


® Including chartered vessels. 
b Estimates. 


© Only traffic through the port of Montevideo, 
which represents 87 per cent of the total. 


4 Compafiia Anénima Venezolana de Navegacién 
only. 


South America and Mexico: Increases and decreases in dead-weight tonnage of 
principal merchant marines,* 1953-64? 


Table 167. 


(Annual averages in thousands of tons) 


i Total Dry-cargo boats Tankers 
lag 
1953-58 1959-63 1964 1953-58 1959-63 1964 1953-58 1959-63 1964 
Argentina . 3 78 —85 —1 19 —50 4 39 —35 
Brazil 5 111 -—9 » 43 -9 3 68 
Chile 4 17 —21 4 1 5 —_— 16 —26 
Colombia . 11 4 Wl 11 4 i _ 3) 
Ecuador 1 2 1 2 —_— _ 
Mexico 3 25 —20 2 6 23 1 19 —43 
Paraguay . — 3 — 3 — — 
Peru yy 21 1 11 10 
Uruguay g} 8 28 3 2 28 — 6 
Venezuela 19 24 —14 6 0 3 13 24 —17 
ToTaL 51 295 —114 29 90 7 22 205 —121 
Average annual 
rate of increase 
or decrease 
(percentage) 15, 6.7 —2.2 1.2 3165) 0.3 1.8 11.4 —5.3 


Sources: For Brazil, Merchant Marine Com- 
mision (Comissio de Marinha Mercante); for 
Chile, Office of the Under-Secretary for Transport 
(Subsecretaria de Transportes); for Mexico, 
Ministry of Shipping (Secretaria de Marina); for all 
other countries, Panorama Navieroa Iberoamericano, 


Nos. 4 to 12 (January-September), Buenos Aires, 
196 


4 Including only vessels of 500 tons dead-weight 
or over. 


b Up to September 1964. 


Latin American countries had been 6.7 per cent, as 
against 1.5 per cent in 1953-58, the increase in tonnage 
having been much greater in the case of tankers than in 
that of dry cargo boats in both periods. In 1964, on the 


another to serve the traffic between Acapulco and 
ao, calling at Balboa, Buenaventura and Guayaquil. 
is, all intra-regional trade flows of any importance are 
» covered by Latin American shipping lines. 
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other hand (up to and including the month of September), 
a regression took place, and the total dead weight de- 
creased by 2.2 per cent in relation to 1963, a slight incre- 
ment of 0.3 per cent being registered for cargo boats and a 
reduction of 5.3 per cent for tankers (see table 167). 


The current capacity of the leading merchant marines 
of Latin America is 4,899,000 tons dead-weight (t.d.w.), 
of which 56 per cent is constituted by dry-cargo boats 
(freighters, bulk-cargo boats and vessels carrying both 
passengers and merchandise), and 44 per cent by tankers. 
The corresponding figures in 1963 were 54 and 46 per 
cent, respectively. 

The percentage of the world total represented by the 
merchant fleets of the Latin American countries under 
consideration, which had been 2.5 per cent in 1962 and 
1963, fell to 2.3 per cent in 1964. 


(d) Ports 
In 1964 a number of port improvement studies were 
carried out and projects executed. This is a sign that 
Latin America is becoming aware of the importance of 
maritime transport and of the essential role to be played by 
port facilities in this branch of economic activity. 


Studies are being carried out in Argentina of hydraulic 
models for the construction of a coaling port on the 
Gallegos river, the reconditioning of the sea-walls and 
breakwaters at Quequén, Formosa, Mar del Plata and 
Bahia Blanca and the construction of a direct canal link 
between Buenos Aires and the river Parana de Las 
Palmas. The port projects that are being undertaken, 
some as a result of these studies, are intended to help 
towards the growing expansion of crop and stock farm- 
ing and forestry in the far north and mining in the south. 
Special bridges are also being built, as an offshoot of 
industrial development, for the steel and chemical 
industries in Ensenada, Villa Constitucién and San 
Lorenzo. 


In Brazil, the month of July witnessed the inauguration 
of an oil pipeline terminal at the port of Ilheus, in the 
State of Bahia, with a storage capacity of 14.8 million 
litres of petroleum derivatives; and by the end of the 
year the new port at Ilheus was expected to be ready, 
comprising a breakwater 650 metres long, and wharves to 
a total length of 600 metres with berthing and loading 
accommodation for vessels of up to 20,000 tons. These 
latter works will enable the export capacity of Ilheus to 
be increased from 200,000 tons to 1 million tons yearly. 
On the northern coast of the State of Sao Paulo, an oil 
pipeline terminal is being built at Sao Sebastiao to 
relieve the congestion at the port of Santos and facilitate 
the transport of supplies to the refinery at Cubatio; its 
cost will be 1,500 million cruzeiros, and tankers of up to 
105,000 tons dead-weight will be able to use it. 


In 1964, the Government of Brazil approved the pro- 
gramme drawn up by the National Department of 
Ports and Navigable Waterways (Departamento de 
Portos e Vias Navegaveis) for the investment of 8,500 
million cruzeiros in port facilities at Santos (5,400 
million cruzeiros), Rio de Janeiro (1,700 million), 
Recife, Salvador, Ilheus, Vitoria, Niteroi, Angra dos 
Reis, Paranagua, Sao Francisco do Sul, Laguna, Rio 
Grande and Pelotas. 

A decree issued on 31 July 1964 laid down directives for 
the reorganization of the national port system, making 


provision for the Department of Ports and Naviga 
Waterways to prepare projects concerning the format 
of joint stock companies, both for the commer 
operation of the port system and for the execution 
dredging works. The Department was also to carry « 
studies for the standardization of the labour system 
organized ports, the consolidation of port legislation é 
the establishment of a dockers’ statute. 


Colombia’s Empresa de Puertos invited internatio 
tenders for the construction work involved in a modet 
zation programme for the port of Buenaventura, cc 
prising dredging, repair and widening of wharves, ¢ 
struction of a special oil pipeline terminal, improvem 
of approach roads and railways, purchases of car 
shifting equipment, and so forth. 


In Chile, improvements were introduced in the me 
anized facilities installed at the ports of Chanaral < 
Caldera, and a new system for loading bulk ores | 
inaugurated at Coquimbo, where loading capacity 
creased from 100 to 1,000 tons an hour. Negotiati 
were concluded with AID for a loan of 7 million dol] 
to be extended to the Empresa Portuaria of Chile, 
order to help finance the construction of the new f 
of San Vicente, on Concepcién Bay, the total cost 
which should be completed by the middle of 1965. “ 
execution of the projects, which will take about two yes 
will increase the area’s shipping capacity by abou 
million tons yearly, thus equipping it to cope with 
potential expansion of exports of iron and steel, ne 
print, pulp and other products of the provinces of C 
cepcion, Arauco and Cautin. 


The Federal Government of Mexico’s three-year p 
for 1962-64 provides for the investment of 1,560 mill 
pesos in the maritime transport sector. The Ministry 
Shipping completed port planning studies and preli 
nary projects for various ports, the most important be 
those at present under way at Coatzacoalcos < 
Guaymas, and those to be carried out in the near fut 
at Tampico, Veracruz, Manzanillo and Topolobam 
It is also planned to build a coast-to-coast canal fr 
Tampico to Matamoros, which would connect with 
existing Tuxpan-Tampico canal and link up with 
United States’ inland waterways network. The ca 
would be the natural and economic means of entry fe 
large proportion of the goods imported from the cen’ 
and eastern zones of the United States, would permit 
complete integration of the Gulf of Mexico coastline fr 
the State of Veracruz to the United States frontier, < 
would mean an annual saving of over 3 million doll: 
at present spent on port services at Brownsville, Texas 


Early in 1964 the Government of Paraguay submit 
to IBRD a study on the port of Asuncion in response t 
request for background information on which to b 
consideration of the financing of expansion projects 
the port in question. 


In Peru, the port works at Salaverry, which had star 
in 1956, were completed in October 1964. Thanks to 
mechanized conveyor-belt system, 600 tons of sugar | 
be loaded per hour, and the loading of a vessel of 10, 
tons dead-weight can be completed in 16 hours, wher 
it used to take several days. The port of Salaverry 
now considered the foremost and most up-to-date su 
port in South America. 
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\t the beginning of 1964, a start was made on the 
ritime terminal works at Paita. The new port will be 
> to handle some 300,000 tons yearly and to absorb 
siently the expected increase in traffic from the north 
Peru. 


\t Callao, work has forged ahead on the second phase 
the project for enlarging and modernizing the mari- 
e terminal which the Port Authority of Callao is 
rying out, and public tenders have been invited for the 
‘k of enlarging the West Quay, used for loading fish 
il, in order to relieve congestion at the maritime 
ninal wharves. 


larly in 1964, Uruguay completed studies relating to 
enlargement of the port of Montevideo, remodelling 
he bay and land reclamation. 


n the middle of the year, the Government of Venezuela 
uested the National Congress for legal authorization 
proceed with dredging the harbour, widening the 
ks and building warehouses at Puerto Cabello, 
sre maritime traffic density has recently become much 
ater as a result of the economic development of the 
a, and port congestion has resulted from the inade- 
icy of the existing facilities. 


(e) The shipbuilding industry 


Juring 1964, the shipbuilding industry kept up the 
eptional rate of activity it had acquired since 1960 in 
zil, and continued to mark time in Argentina, Chile, 
xico and Peru. 


\lthough Argentina’s shipyards—until a few years 
the only ones of any importance in Latin America— 
nched the biggest vessel ever built in the country (a 
0 boat of 8,400t.d.w.) in mid-1964, most of them stood 
for want of orders from shipowners. The Argentine 
ustry, however, possesses slips with building capacity 
freighters of 10,000 and tankers of 40,000 t.d.w.,as well 
valuable technical experience, and it has 3,000 em- 


ployees and skilled workers who are now faced with 
the threat of unemployment. 


Brazil, in contrast, has succeeded in attaining inter- 
national shipbuilding standards in the space of only a few 
years, partly by virtue of the effort made by Brazilian 
private enterprise and through association with big 
foreign shipyards, but mainly owing to the Govern- 
ment’s determined pursuit of its plan for the expansion of 
the shipbuilding industry. 

Thus, between 1960 and October, 1964, Brazil built and 
delivered 20 merchant vessels totalling 121,000 t.d.w., and 
at the latter date it had under construction (apart from 
many small craft of the most widely varying types) 26 
units amounting in all to 251,000 t.d.w. 


Not only does Brazil’s shipbuilding industry supply 
home requirements, but in 1964 it concluded a contract 
with Mexico for the delivery of four units totalling 
34,000 t.d-w. This sale represents a sum of 8 million 
dollars, and is one of the biggest transactions in manu- 
factured products effected within ALALC. Furthermore, 
it is announced that a Norwegian shipowner operating 
with Brazil intends to negotiate a contract with the 
Brazilian industry for the building of four vessels of 
6,000 t.w.d. 

At the present time, Brazil has six large shipyards 
whose aggregate annual production capacity amounts to 
232,000 t.d.w. Two of them can build ships of up to 
65,000 t.d.w., and another up to 30,000 tons, with a high 
domestic content index. 

In Chile, and also in Peru, there was some activity as 
regards the building of fishing-boats, but the ambitious 
plans for the development of a major shipbuilding 
industry have not borne fruit. 

In Mexico, work is proceeding on the construction and 
modernization of shipyards in Mazatlan, Salina Cruz 
and Veracruz, with a view to the possibility of building 
units of up to 18,000 and 20,000 t.d.w., and in the course 
of 1964 Astilleros de Veracruz, S.A. de C.V. began to 
produce marine and stationary diesel engines. 


D. ENERGY 


1, ELECTRIC ENERGY 


(a) Evolution of the sector 


n 1964, electric energy generation in Latin America 
> to 92.5 TWh,!* thereby improving upon its level in 
3 by 11 per cent.4 Per capita generation was 402 
h, or 8 per cent more than in the preceding year. 
>» rate of increase was thus much sharper than before 
e the yearly increment in per capita generation was 
per cent between 1950 and 1959 and 5.5 per cent 
ween 1959 and 1963. 

‘able 168 shows generation trends in the Latin 
lerican countries and table 169 depicts the evolution 
otal installed capacity by sources. 


One TWh is equivalent to 10° kWh. 


The estimates for 1964 and the rates of growth indicated in this 

ter are not strictly compatible with the 1963 figures as given in 
Survey for that year since they have been revised on the basis 
nore detailed official information than was available at the 
nning of 1964. 


The expansion of installed capacity followed much the 
same course as that of generation, its increment in 1964 
also being 11 per cent. From December 1963 to Decem- 
ber 1964 total electric power capacity climbed from 23.6 
million kW to 26.3 million. The structure of electricity 
supplies remained almost the same, with a slight increase 
in the share of hydroelectricity—from 39.8 per cent of 
total installed capacity at the end of 1963 to 40.6 per 
cent by the end of 1964. 


The share of private self-suppliers in aggregate installed 
capacity dwindled from 25 per cent in 1963 to 23 per cent 
at the end of 1964. This is another healthy sign of pro- 
gress in the electric power sector, since much of the 
generating capacity of self-suppliers is known to be 
uneconomical. The practice of self-supplying sprang up 
as a result of the shortcomings and quantitative restric- 
tions that used to be characteristic of public utility 
service in the major urban areas of Latin America and are 
gradually disappearing thanks to a more realistic econo- 
mic policy and view of the future. The growth of public 
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Table 168. Latin America: Total electric energy generation 
(kWh) 


a 


1962 


1963 


Hydro- 


1964 


aioe Thermal Total ee Thermal Total clei Thermal Total 
Argentina 1,160 10,713 11,873 1,176 11,167 12,343 1,190 12,460 13,65( 
Bolivia 378 118 496 410 122 532 440 130 571 
Brazil . 20,662 6,497 27,158 20,728 7,141 27,869 23,000 7,600 30,60 
Chile 3,312 1,974 5,286 3,404 2,219 5,623 3,800 2,300 6,10 
Colombia 2,729 1,518 4,247 (3,100) 1,800 4,900 3,400 2,000 5,401 
Ecuador 222 229 451 239 256 495 250 290 54 
Paraguay ey 110 110 Re 125 125 Ree 135 13: 
Perv (1,800) (1,100) 2,900 2,226 1,225. 3,451 2,350 1,250 3,604 
Uruguay 830 (840) (1,670) 1,102 (598) (1,700) 1,85( 
Venezuela 651 5,250 ,900 1,106 5,664 6,771 1,150 6,150 7,301 
Costa Rica . (410) (82) 492 (459) (55) 514 480 50 53 
Cuba : of 2,700 2,700 ae ae te fe tes a 
Dominican Republic (50) (340) 390 (40) (380) 420 40 460 504 
El Salvador . (284) (18) 302 (322) (12) 334 365 15 38 
Guatemala (128) (196) 324 (129) (235) 364 140 260 40 
Haiti a 100 100 = eS. es ae da A 
Honduras (15) (93) 108 (15) (103) 118 50 100 15 
Mexico 5,345 7,162 12,507 5,803 7,904 13,707 6,500 9,300 15,80) 
Nicaragua (1) 208 209 1 245 246 1 269 27 
Panama (21) 304 325 23 324 347 27 363 391 
British Guiana 147 (170) 20% 
Jamaica 627 670 72 
Surinam , F (105) (120) 13 
Trinidad and Tobago 564 619 72 

Source: ECLA, on the basis of official statistics. 
Table 169. Latin America: Total installed capacity 
(MW) 
1962 1963 1964 

mow Thermal Total ae Thermal Total ieee Thermal Total 
Argentina 358 3,638 3,996 374 4,179 4,553 374 4,596 4,971 
Bolivia 90 62 152 93 66 159 93 a2 16 
Brazil . 4,126 1,603 5,729 4,479 1,876 6,355 4,828 1,920 6,74 
Chile 649 666 Hols 683 652 1,336 720 770 1,49 
Colombia 636 522 1,158 (741) (609) (1,350) 850 650 1,50 
Ecuador 63 97 160 67 99 166 70 110 18 
Paraguay _— 44 44 _ 50 50 — 50 5 
Peru (543) (384) 927 (600) (410) (1,010) 658 442 1,10 
Uruguay 236 223 459 236 223 459 236 223 45 
Venezuela 360 1,658 2,018 382 1,652 2,034 382 1,652 2,03: 
Costa Rica . (75) (43) 118 (106) (43) 149 106 43 14 
Cuba : ee we aes sa ay. 48: as ae ond 
Dominican Republic (0) (106) 116 (10) (110) (120) 10 140 15 
El Salvador . (75) (14) 89 (90) (14) 104 90 14 10: 
Guatemala (30) (57) 87 (30) (59) 89 30 59 8 
Haiti bg . ace as bs e e a 
Honduras (4) (34) 38 (4) (34) 38 34 34 6 
Mexico 1,564 2,000 3,564 1,573 2,670 4,243 2,230 3,041 5,27 
Nicaragua (1) (73) 74 () (73) 74 1 73 7 
Panama (7) (73) 80 (7) (76) 83 i, 716 8 
British Guiana 53 
Jamaica 183 
Surinam A sai 
Trinidad and Tobago 154 


Source: ECLA, on the basis of official statistics, 
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Table 170. Latin America: Installed public utility capacity 


(MW) 
Oe a a a 
1962 1963 1964 

Hydro- ‘Thermal Total Hydro- Thermal Total Hydro- ‘Thermal Total 
yentina =. é . 2 ‘ 334 2,316 2,650 341 2,843 3,184 347 3,193 3,540 
livia Z ; . : 70 13 83 ail 16 87 Fi 19 90 
zil . 3 6 : 3 . 3,504 1,031 4,535 3,971 1,089 5,060 4,320 1,133 5,453 
ile . F ; ‘ . A 535 221 756 569 207 716 603 322 925 
lombia . : ‘ 3 ‘ 576 272 848 681 358 1,039 750 390 1,140 
1ador ‘ F - 3 ; 57 71 128 62 70 132 64 76 140 
aguay . ; i : ee (33) (33) Se (37) (37) os 37 839/ 
a j 5 ‘ 4 ; (270) (125) 395 (290) (130) 420 350 130 480 
uguay . A 3 ; : 236 201 437 236 201 437 236 201 437 
lezuela 3 . : : 360 1,147 1,507 382 1,145 1527, 382 1,145 12527; 
sta Rica . A . 5 * 72 34 106 102 34 136 102 34 136 
ba . 3 : 4 " : sa de fae isi a aa ae das se 
minican Republic . 3 5 (8) (72) (80) (8) (99) (107) 8 125 133 
Salvador . E . . 5 71 9 80 86 9 95 86 9 95 
atemala . : ‘ 3 5 25 46 71 25 48 73 Pas} 48 73 
nduras . ; ; j s 4 24 28 4 24 28 34 24 58 
xico ‘ 6 ‘ A . 1,495 1,229 2,724 1,504 1,865 3,369 2,150 12237, 4,387 
aragua A Z ; ‘ 1 45 46 1 45 46 1 45 46 
lama . 3 A : 5 7 59 66 7 61 68 7 61 68 
tish Guiana. 4 : : 18 
qaica 5 . , ‘i F 105 
inam 3 ; ; ‘ 3 (20) 
nidad and Tobago . : 3 101 


Source: ECLA, on the basis of official statistics. 


Table 171. Latin America: Public utility generation 


(GWA) 
1962 1963 1964 

De Thermal Total pater om Thermal Total er Thermal Total 
entina A A 6 ral, 097, 7,655 8,752 1,111 8,032 9,143 1,200 9,000 10,200 
ivia : 3 r a > 306 24 330 325 24 349 335 30 365 
wil. ; 3 5 é . 17,720 4,905 22,625 18,651 5,033 23,684 20,000 5,700 25,700 
fem. é : ; 3 . 2,494 310 2,804 2,631 533 3,164 2,990 480 3,470 
lombia_ o : 5 ste PAS 818 3,367 2,894 1,070 3,964 3,300 1,100 4,400 
iador , 5 : A 5 209 177 386 224 198 422 240 220 460 
aguay . bs : A 90 90 nr, 94 94 ai 100 100 
MW. ; : P 2 2 (03220) (180) (1,400) (1,290) (244) 1,534 1,300 300 1,600 
iguay 5 : : 3 3 830 729 1,559 1,102 476 1,578 1,710 
jezuela . “ : 4 651 3,303 3,954 1,106 3,558 4,664 1,150 4,150 5,300 
sta Rica . 3 ; . 4 406 62 468 449 37 486 450 40 490 
Bay : : : 5 i Bo 2,000 2,000 aes ae san ee A aoe 
minican Republic . 5 3 (50) (270) 320 (40) (300) (340) 40 370 410 
Salvador . = P é i 280 16 296 319 9 328 360 10 370 
atemala . 5 E : - 118 176 294 117 215 332 120 230 350 
ti. 5 ‘ é 3 é sa 64 64 ss si hs sae He a 
nduras . % 3 5 : a) 61 76 15 69 84 60 60 120 
xico Fi : 2 en s.020) 5,042 10,112 (5,520) 5,591 11,111 6,200 6,800 13,000 
saragua sy 4 ‘ 5 - 1 141 142 1 167 168 1 184 185 
lama : : A 5 ‘ 21 273 294 23 291 314 27 333 360 
tish Guiana. < ‘= " 67 (75) 85 
naica : : c : 332 366 400 
‘inam : d 5 3 F (57) (74) 80 
nidad and Tobago . 3 r (330) (420) 490 


Source: ECLA, on the basis of official statistics. 
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utility capacity and generation can be appreciated from 
tables 170 and 171. 


(b) Frequencies 

The present structure of generation as regards the 
frequency of current produced and supplied to the cust- 
omer is particularly important, because of the in- 
creasingly clear-cut trend towards the integration of 
each country’s production and consumption centres, and 
present and future possibilities of interconnexion across 
political frontiers (see table 172). 


Table 172. Latin America: Public utility generation at frequencies 
of 50 and 60 cycles/second 


(TWh) 
Generation Generation 

Country at 50 c/s at 60 c/s 
Argentina 9.1 —_ 
Brazil 47 19.0 
Chile S22 — 
Mexico 55 55; 
Venezuela 15 3.2 
Peru 0.1 1.4 
Uruguay . 1.6 os 
Colombia _ 4.0 
Other countries 0.3 44 

ToTAL, Latin America 25.0 37.5 


Source: ECLA, on the basis of official statistics. 


Two-fifths of the energy generated by public power 
plants in Latin America have the European frequency of 
50 cycles per second and three-fifths are the American 
frequency of 60 cycles/second. The latter will undoubt- 
edly account for a larger proportion in future, since the 
three countries that use both frequencies are planning to 
standardize them to 60 c/s. The countries in question 
are Brazil, Venezuela and Mexico, which will be switching 
over from a frequency of 50 c/s to 60 c/s in Rio de 
Janeiro, Caracas and Mexico City. With this, the whole 
of Latin America’s electricity sector will have a uniform 
frequency of 60 c/s except for Argentina, Bolivia, Chile, 
Paraguay, Uruguay and the State of Rio Grande do Sul 
in Brazil, and a clear line of demarcation can then be 
drawn between the areas of frequency: 50 c/s being used in 
the southernmost countries and 60 c/s in the rest of the 
region. 

Brazil’s decision to institute a uniform 60 cycle fre- 
quency is perfectly logical from the standpoint of its 
own electricity economy, but it will be a source of diffi- 
culty when the time comes to interconnect the central- 
southern area with the River Plate area as the natural 
outcome of the expansion of consumer markets and the 
execution of the major hydroelectric works on the 
tributaries of the Plate. 


(c) Works and programmes 
At the beginning of 1964, 2,600 MW were under con- 
struction in Brazil, out of which only 400 MW, nearly all 
based on hydro power, entered into operation in the 
course of the year. Of the latter, 300 MW came from the 
inauguration of the third and fourth Furnas groups, 


which were mainly used to supply part of the deficit in 
area served by Sao Paulo Light. The completion of 
Peixoto-Furnas-Guanabara line and the freque 
change in Rio de Janeiro will make for greater ops 
tional flexibility in the central-southern area, and t 
compensate for the narrow margin of reserves that 
resulted from the delay in implementing expansion pl: 
Other projects include the Marechal Hermes and Fo 
leza power plants of 21.8 and 18 MW respectively and 
Barra Bonita, Garcia I and Palmeiras hydro plants 
23.4, 3.6 and 8 MW. All these power stations h 
added to public utility capacity, while that of s 
suppliers has remained almost the same. 

In Chile, the thermal plants of Ventanas (115 MW) ; 
Huasco (16 MW) entered into operation in 1964, toget 
with the second stage of the Isla hydro plant (34 M 
Work also continued on the Chapiquifia power pla 
which will harness the waters of the River Lauca up 1 
capacity of 20 MW, the Rapel plant of 350 MW wi 
draws its energy from the River Rapel and is expecte 
have its first units in operation by 1966, and the T 
power station on the River Laja which will hav 
capacity of 400 MW. The latter is in the early ste 
of construction. 


The main electric power development in Peru was 
completion of the Huinco hydroelectric works, wt 
first two units of 60 MW will enter into operation in I 
followed by another two in 1966. The aggregate 
will be over 2,000 million soles and average ant 
generation will be 1,000 GWh, which will double 1 
duction in the Lima area and guarantee a supply 
electric power for at least five years. The World B 
has granted this power plant two loans totalling 
million dollars, which is equivalent to 1,050 million sc 
Construction of the Pativilca hydro plant (40 MW) 
begun, and work is continuing on the Machu Pic 
plant (also hydroelectric); this will ultimately hav 
capacity of 120 MW divided into four stages of 20, 
40 and 40, its second stage being scheduled to enter | 
operation with its first two machines in mid-1965. 


Cafion del Pato is the only project to be started in 1 
It consists in the the expansion of the power station fi 
54 to 108 MW, at a cost of 212 million soles. | 
additional capacity will come into service in 1966. 

In Mantaro, whose total capacity will eventually 
2,650 MW, work has begun on the first stage, which 
have a capacity of 330 MW and generate 1,270 G' 
Its cost is estimated at 5,995 million soles. 


No large-scale additions were made to insta 
capacity in Venezuela, but this did not hamper dema 
thanks to the extensive margins of reserve with which 
plants were operating. With respect to construct 
work continued on the Guri dam, and the time limits v 
shortened thus enabling an installed capacity of 1,750 
to be achieved during the first stage. Construction be 
on a 230 kV transmission line between the Maca 
power station on the Caroni and Santa Teresa. This 
cross 590 kilometres, and constitutes an important st 
in the programme of interconnexion for the differ 
parts of the country. 


Mexico installed more electric energy capacity t 
any other Latin American country in 1964, During 
year a million kW entered into service, two-thirds 
which were produced by hydro power. Special ment 
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uld be made of the entry into operation of the Infier- 
) plant with an initial capacity of 340 MW, which will 
ncreased to 1 million kW through the addition of new 
shinery. The energy generated in this plant will be 
vered to the central area of Mexico by a 400 kV line, 

kilometres in length. Thermal plants were also 
ught into service in Mexico City (150 MW) and 
nterrey, and work continued on the Malpaso hydro 
it of 450 MW. 


1 the north-east of Mexico, the Presidente P. E. Calles 
it of 90 MW entered into operation. The project 
udes the irrigation of extensive tracts of land in the 
ey of the River Yaqui. In the State of Sinaloa 
alled capacity was increased by 35 MW thanks to the 
3. Alvarado power station and the second unit of the 
it known as “‘27 de septiembre’. 


1 Argentina, the installation of the five units of 120 MW 
1 that make up the Costanera thermal plant was 
pleted, and work continued on the Chocdn-Cerros 
orados project which will reach the bidding stage by 
end of 1965. The Necochea thermal plant, which will 
ible to use coal from the River Turbio, was also put 
service. An Argentine-Uruguayan working group 
set up to study the interconnexion of Buenos Aires, 
Nicolas, Rio Negro and Montevideo, which seems to 
: simple project that is likely to be economically 
table. 


1 Uruguay, where no additions were made to electric 
‘gy capacity in 1964, a heated controversy took place 
r the border in which the Palmar hydro plant on the 
er Negro and Salto Grande on the River Uruguay 
uld be built, a problem in which Argentina is naturally 
ved through the Salto Grande plant and the possi- 
y of making a previous interconnexion. Given the 

of the consumer market represented by Greater 
nos Aires, the Argentine coastline and the area served 
the Uruguayan electric power network, and the fact 
_ the Salto Grande project has been an object of 
ly and discussion since 1946, it may safely be said that 
time has come for both Argentina and Uruguay to 
> a decision in immediate priorities and to embark 
n the actual construction. 


1 Bolivia most of the electric energy activities in 1964 
e concentrated in La Paz and Oruro. Bolivian Power 
t ahead with the construction of the Chururaqui 
yer plant started in 1963. It will be financed largely 
a loan granted to the Bolivian Government by the 
national Development Association (IDA) in July 
4, 5 million dollars of which was transferred to 
ivian Power. In its first stage the plant is to have a 
acity of 11 MW, which can be enlarged later to 22 MW. 
total cost of the Chururaqui project is estimated at 
million dollars, the balance being provided by 
ivian Power. The cost includes transmission from the 
it, located on the River Zongo, to La Paz, and im- 
vement of the distribution network in that city. 


inancing was obtained for the hydroelectric project 
Corani at Cochabamba, with an initial capacity of 
MW which can be enlarged to 40. The cost of this 
ject is estimated at 15.5 million dollars, of which 
) million will be provided by IDA and the Inter- 
erican Development Bank (IDB), and the rest by the 
ivian Government. In its early stages, the plant is to 


supply energy to the city of Cochabamba and Corpora- 
cién Minera Boliviana (COMIBOL) mines. 


In Paraguay, 1964 marked an important step forward 
with the financing of part of the cost of a hydroelectric 
plant on the River Acaray, through an IDB loan of 
14.2 million dollars granted to the Administracién 
Nacional de Energia in August of that year. The balance 
of 11 million dollars will be forthcoming from other 
external and internal sources. This plant, which is to have 
a capacity of 45 MW, will virtually double the country’s 
total installed capacity in 1964. Besides the transmission 
of energy from Acaray to Asuncién, the project also 
includes improvement of the distribution network and of 
the existing thermal plant of Sajonia in Asuncién. The 
area covered by Acaray’s transmission lines will embrace 
70 per cent of the country’s total population and 76 per 
cent of its industrial production. There is a possibility 
that a proportion of its output will be transmitted to 
border areas in neighbouring countries. 

In the Dominican Republic, the eighth unit of the 
thermal power plant of Santo Domingo went into 
operation early in 1964 with a capacity of 26.5 MW. 
Its total cost was 4.7 million Dominican pesos. This 
unit has covered the existing energy deficit for the time 
being and has enabled repairs to be effected on other units 
of the same plant. 

In addition, work has gone ahead on the construction of 
an 8.6 MW hydroelectric project on the Las Damas 
River, which should be in operation in 1965, as well as 
on the studies aimed at increasing the capacity of the 
Jiménez hydrolectric plant. 

Considerable headway has been made in Central 
America. Honduras has no particularly important 
developments to report since the completion of the 
Canaveral hydroelectric plant at the end of 1963. This 
plant, with its capacity of 30 MW, almost doubled the 
total installed capacity owned by Honduras in 1963, and 
will also supply El Salvador through an interconnexion, 
for which the studies were completed in 1964. 

EI Salvador has since 1963 had the financing with which 
to carry on with its Electrification Plan, thanks to a loan 
of 6 million dollars which the Comisién Ejecutiva 
Hidroeléctrica del Rio Lempa obtained from the Inter- 
national Bank for Reconstruction and Development 
(IBRD). This plan provides for the enlargement of the 
5 de Noviembre hydroelectric plant, through the addition 
of a fifth unit of 18 MW and the construction of a thermo- 
electric plant at Acajutla with a capacity of 25 MW, 
both scheduled to enter into operation in 1965. This 
will bring the capacity up sufficiently to supply demand 
until 1968. The rest of the cost of this plan, that is, 
2.8 million dollars, will be financed by the Comision. 

Both IDB and IBRD helped finance the construction 
of the Cachi hydroelectric plant on the Reventazén River, 
Costa Rica, which is to have a capacity of 56 MW in two 
units of 28 MW each. It is supposed to start supplying 
electric energy in 1965, and its capacity will later be 
doubled. 

Guatemala received a loan of 3.2 million dollars in 
1964 to finance 61 per cent of the cost of the Los Esclavos 
hydroelectric plant, 50 km from the capital city. The 
construction of this plant, which is to have a capacity 
of 13 MW, has been progressing slowly since 1957. 
Another loan of 300,000 dollars was obtained for the 
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purpose of carrying on with the supplementary studies in 
respect of the second stage of the Electrification Plan, 
which consists of the installation of the Canada plant with 
a capacity of 40 MW, and the enlargement of the Santa 
Maria plant from 5.9 to 12.3 MW. 


An important development in 1964 was the construc- 
tion of the 16.5 MW Bonus nuclear plant in Puerto Rico, 
where trial runs were conducted the same year. It was 
expected to start operating shortly, the opening being 
planned for February, 1965. In 1964,» too, an additional 
capacity of 200 MW was being installed in the San Juan 
thermal plant in the form of two units which will be in 
service in 1965 and 1966, respectively; and four thermal 
units of 10 MW each were purchased for the Palo Seco, 
San Juan, Costa Sur and Mayaguez plants, the first of 
which was to be installed in 1965. 


In many countries the construction of huge electric 
power plants went ahead in 1964 in accordance with 
established electrification programmes and plans, strongly 
backed by the international financing agencies. Some- 
times, however, serious delays occurred. 


(d) Electric energy policy and international loans 

There have been no appreciable economic and financial 
changes in 1964 with respect to 1963 and the sources of 
funds are still essentially the same. Developments in 1964 
serve to confirm earlier forecasts, since the electric 
power industry’s production capacity could not have 
been increased by 11 per cent in one year if the bases 
had not previously been laid for an economic policy 
permitting such huge resources to be invested in the 
electric energy sector without prejudicing other sectors 
of equal or greater importance. Latin America’s new 
electric energy laws and the intelligent and realistic 
attitude adopted by Governments has given rise not only 
to a significant expansion of electric energy capacity, 
but also to an increase in the savings and investment 
coefficient of the population at large. 


The Economic Survey of Latin America, 19631* points 
out that “in the four main countries with an unsatis- 
factory rate policy (Argentina, Brazil, Chile and Mexico), 
all but Brazil made substantive changes in the policy”. 
In 1964 rationalization of the rate policy extended also 
to Brazil, through new regulations embodying the prin- 
ciple of revaluing the electricity industry’s assets, with 
the corresponding effect on the sales price of electric 
energy. Thus, Brazil was the last of the Latin American 
countries affected by acute inflation to abandon the 
practice of basing the evaluation of investment in electric 
power on past cost trends. 


As regards the ownership of electric power assets, too, 
the only significant change in 1964 took place in Brazil. 
At the end of the year the agreement signed in Washing- 
ton on 22 April 1963 between the Brazilian Government 
and American & Foreign Power entered formally into 
effect. While the Brazilian branches of American & 


_ 1° The installed capacity serving the public amounted to 734 MW 
in June 1964, of which 107 MW (15 per cent) is hydro power and 
the remainder thermal power. It is owned by the Autoridad de las 
Fuentes Fluviales, Puerto Rico. The installed capacity in service 
in 1950 was only 141 MW, of which over half was hydro power. 
As regards generation, hydro capacity accounted for one-third of 
the total in 1950 and less than 10 per cent in 1963-64, 


16 United Nations Publication, Sales No.: 65.1I.G.1. 


Foreign Power retain their legal status, most of th 
capital stock becomes the property of the Centt 
Elétricas Brasileiras S.A. (ELETROBRAS), throt 
which the Federal Government channels its action in. 
electric energy sector. 


Also at the end of 1964, talks were opened regard 
the purchase by the Chilean Government of the bulk 
the capital stock in the Compania Chilena de Electrici 
Ltda. Formal conclusion of the transaction would h 
completed the sale of the investment in electric ene 
production, transmission and distribution in Argenti 
Brazil, Chile, Colombia, Mexico and Venezuela, 
keeping with the policy duly laid down by the Boarc 
Directors of American & Foreign Power. 


The establishment of electricity enterprises on a sour 
financial footing has also been bolstered by the contint 
effective action of the international financing agenc 
Especially noteworthy are the increased tempo of IL 
activities, and IBRD’s steadily effective promotic 
efforts. Table 173 contains a rough list of the operati 
conducted by these agencies in 1963 and 1964. 


In addition to the above institutions, mention shouk 
made of the activities of the International Developn 
Association (IDA), which was established in 1960 by 
Governments members of IBRD as a branch of | 
Bank. Up to 1 March 1964 IDA had granted er 
amounting to 591.5 million dollars, of which 57.5 mil 
were earmarked for electric energy projects. Of 
total credit granted, 74 million went to Latin Americ 


(e) Latin American meetings 


Two important meetings on electric energy took plat 
1964: the regional congress on electric energy integra 
(Congreso de Integracién Eléctrica Regional—Clk 
in Montevideo, in July, and the Latin American Sem 
on Rural Electrification, in Buenos Aires in Novem 
The former was attended by representatives of § 
enterprises and certain other official bodies in Argent 
Bolivia, Brazil, Chile, Paraguay and Uruguay. It lai¢ 
bases for future action which will make for closer | 
between electric energy producers in the region and 
fuller utilization of available energy resources thre 
interconnexion and other forms of integration. 
second meeting was held in February 1965 in Chile. 


At the Buenos Aires Seminar the Governments 
electricity enterprises expressed their desire to pro 
more electric energy to the rural sector (which | 
receives no more than perhaps 2 per cent of the t 
energy generated) and thereby to create the neces 
conditions for raising the agricultural producer’s s 
dards of living and output. It was unanimously re 
nized that the task of providing better conditions fot 
farmer and the rural wage-earner could be postpone 
longer, and that the electric energy sector could contri 
substantially to that end. It was also agreed that 
scope of the task from the economic and finat 
standpoint was more than the public utility enterp 
could cope with and called for special machinery 
tapping resources which, within the context of a 
ordinated scheme for stimulating economic gro 
would permit the execution of programmes with a 
unit cost but a low direct rate of return over the s 
term. 
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Table 173. Latin America: Loans from international financing agencies for electric energy projects, 1963/64 


Interest 
Amount rate per 
niry Date (millions annum Period Borrower and purpose of loan 
to) (percent- (years) 
dollars) age) 


A. International Bank for Reconstruction and Development 


lombia_ . ‘ 3 3 . 3-663 8.8 54 20 Corporacién Aut6noma Regional del Cauca and Central 
Hidroeléctrica del Rio Anchicayd. To help finance the 
enlargement of the hydroelectric plant of Calima 
through the addition of two generators with a joint 
capacity of 60 MW. The project also includes the 
extension of the transmission system to Buenaventura 
and the improvement of distribution in Cali. 


Salvador . x ‘ : . 19-6-63 6 54 20 Comisién Ejecutiva Hidroeléctrica del Rio Lempa (CEL). 
To finance part of the expansion of the 5 de Noviembre 
plant by an additional 18 MW, besides the construction 
of a thermoelectric plant of 25 MW at Acajutla and its 
transmission line interconnecting it with the country’s 
main network. 


sta Rica . : 5 . . 10-7-63 12.1 54 23 Instituto Costarricense de Electricidad (ICE). For the 
construction of a 56 MW hydroelectric plant near 
Cachi on the Reventazén River, and the extension of 
transmission lines. This project will raise ICE’s 
installed capacity to 139 MW by 1966. 


lombia_ . : A . . 16-7-63 5 54 20 Electrificadora de Bolivar S.A. (ELECTRIBOL). For 
the expansion of the thermal plant of Cospique by 
25 MW and the improvement and enlargement of the 
transmission and distribution system in Cartagena. 


lezuela - : F . 20-9-63 85 54 25 C.V.G. Electrificaci6n del Caroni C.A. (EDELCA). To 
finance part of the cost of the first stage of the Guri 
hydroelectric project, estimated at 137 million dollars. 
It includes a dam 300 ft. high, a 350 MW plant and 
50 miles of transmission lines to the city of Guayana. 


uaa F . 3 - . 22-11-63 15 54 25 Empresas Eléctricas Asociadas. It will contribute towards 
the cost of the second stage of the Huinco project. A 
loan of 24 million dollars had been obtained for the first 
stage, which included the works at Marcopomacocha 
and 120 MW at Huinco. The second stage consists in 
enlarging the Tema works at Marcopomacocha, which 
will have the result of increasing the supply of water for 
household use in Lima, irrigating some 12,000 acres to 
the south of Lima, and adding a further 120 MW to the 
. Huinco plant. In addition, the electric energy distribu- 
tion network in that city is to be enlarged. The total cost 
of these works is estimated at 30 million dollars. 


lombia . 3 H ‘ . 7-2-64 45 54 35 Empresas Publicas de Medellin. For completion of the 
first stage of the Nare hydroelectric project, which is 
intended to supply more electric power to the Medellin 
area. The Nare project includes a new plant with an 
initial capacity of 132 MW, about 50 miles of double 
circuit transmission and expansion of the distribution 
network. The total cost is estimated at 75 million dollars. 


nezuela . : : : . Aug. 1964 14 54 20 Compania Andénima de Administracién y Fomento 
Eléctrico (CADAFE). It will contribute towards the 
construction of a 590 km transmission line of 230 kV 
connecting the Macagua and Santa Teresa plants. 
Several sub-stations will also be installed and the exist- 
ing 115 kV lines will be strengthened. The total cost of 
the project will amount to 19.1 million dollars. The rest 
will be financed by CADAFE. The loan was guaranteed 
by the Government of Venezuela. 
[continued overleaf 
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Table 173. Continued 


—————————————————————————————————————————— 


Interest 


Amount rate per 

Country Date (millions annum 
a) (percent- 

dollars) age) 
Chile . 24-10-63 11 52 
Brazil . . 14-11-63 13.25 52 
Guatemala . 19-12-63 3) 115) 52 
Brazil . . 31-12-63 322 Sz 
Guatemala . 31-12-63 0.3 4 
Argentina 4.5 52 
Bolivia 247-64 Seo): 4 


Borrower and purpose of loan 


B. Inter-American Development Bank 


Empresa Nacional de Petréleo (ENAP). To build 


refinery in the south-central zone. The loan will finat 
32 per cent, ENAP 44.5 per cent, and a private Unit 
States company 23.5 per cent of the total cost 
34 million dollars. The refinery is to have a capacity 
36,000 barrels daily. The loan is guaranteed by 1 
Chilean Development Corporation (Corporacion 
Fomento de la Producci6n—CORFO). 


Centrais Elétricas de Urubupunga (CELUSA). To finar 


6.5 per cent of the cost of a hydroelectric plant 
1,200 MW which CELUSA is to install at Jupia, ont 
Parana River, at a cost of 200 million dollars. T 
operation of the plant is expected to begin in 1967 a 
to be in full swing by 1970. It comprises 12 units 
100 MW each, a transmission line of 572 km fre 
Jupia to Sado Paulo, and another of 340 km betwe 
Jupia and Mimoso in the State of Matto Grosso. Ital 
includes the construction of two dikes, two dams anc 
power house. The Italian corporation, GIE, which is 
construct the heavy equipment, will finance 25.2 per c¢ 
of the project’s cost, and CELUSA the remaini 
68.3 per cent. The loan is guaranteed by the Brazili 
Government. 


Instituto Nacional de Electrificacién. To finance 61 


cent of the cost of construction of a hydroelectric ple 
50 km from the capital city. The basic project consi 
of the 13 MW plant at Los Esclayos, a dam and t 
supplementary works. The loan is guaranteed by t 
Government. 


Companhia de Eletricidade do Estado da Bal 


(COELBA). To finance 45 per cent of a programme f 
raising the generating capacity of COELBA from 5,5 
to 16,250 kW; to build 14 sub-stations and 688 km 
transmission lines; and to improve distribution. T 
loan is guaranteed by the Government of the State 
Bahia. 


Instituto Nacional de Electrificacién. To finance 60 ] 


cent of the cost of studies intended to supplement t 
main report on the second stage of the electrificati 
programme. This consists of the installation of t 
hydroelectric” plant of Canada, with a capacity 
40 MW, and the enlargement of the Santa Maria pla 
from 5.9 to 12.3 MW. It will finance a proportion of t 
costs involved in surveys and the preparation of t 
plans and drawings needed to complete the proj 
specifications. The loan is guaranteed by the Gove! 
ment. 


Empresa Provincial de Energia de Cordoba (EPEC). ° 


help finance the expansion of the primary electric enef 
network in the Province of Cordoba. It is guaranteed 
the Government of that province. The total cost of t 
project is estimated at 10 million dollars. 


Empresa Nacional de Electricidad (ENDE). The lo 


will contribute towards the construction of a plant | 
the Corani River. The initial capacity will be 27 M' 
which can be enlarged later to 40 MW. The program 
also includes the installation of transmission and dist 
bution lines to supply Cochabamba and the COMIBC 
mines. The total cost will be 15.5 million dolla 
10 million of the balance will be made available by IL 
and 2 million by the Government of Bolivia. 
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Table 173. Continued 


Interest 


Amount rate per 
untry Date (millions annum Period Borrower and purpose of loan 
of (percent- (years) 
dollars) age 
raguay . 5 5 é . 148-64 14.15 4 2S) Administraci6n Nacional de Energia (ANDE). To help 


finance the 25 million dollars hydroelectric plant on the 
Acaray River. Besides the 45 MW power plant, the 
project also includes 195 miles of transmission lines to 
Asuncion, and improvement of the distribution network 
and of the existing thermal plant in that city. The 
transmission line will be of 220kV. The loan will 
finance 56 per cent of the total cost, and the balance will 
be forthcoming from internal and other external 
sources. The loan was extended against the Special 
Operation Fund and is guaranteed by the Government. 


azil . z : ‘ ; . 26-11-64 5.45 6 19 Central Elétrica Capivari-Cochoeira S.A. (ELETRO- 
CAP). To finance 18.5 per cent of the 29.4 million 
dollars which it will cost to build a 120 MW hydroelectric 
plant in the State of Parana. The rest will be obtained 
from internal sources: 5.9 million from the Government 
of Brazil, and the remaining 18 million from COPEL, 
ELETROBRAS and the Federal Ministry of Mines and 
Energy. 


lombia . 5 5 4 . 14-12-64 8 6 20 Instituto de Aprovechamiento de Aguas y Fomento 
Eléctrico (ELECTRAGUAS). To finance 38.4 per cent 
of the total cost (20.829 million dollars) of a plant of 
36 MW on the Prado River, south-east of Bogota. The 
project covers: the plan itself, which can be enlarged 
later to 51 MW, a dam, a transmission line of 115 kV 
and several secondary transmission lines. The rest of 
the cost will be financed by the suppliers (14.8 per cent), 
ELECTRAGUAS (42 per cent) and the Colombian 
Agrarian Reform Institute (4.8 per cent). The loan is 
guaranteed by the Government of Colombia. 


lombia . 4 : A . 15-12-64 Se 6 20 ELECTRAGUAS. To help expand the electric energy 
capacity of the Departamento of Norte de Santander. 
The project also includes interconnexion with the 
Venezuelan electric energy system, thus integrating the 
border area of the two countries. The Tibu plant, 
located in Cucuta, at present has two gas turbines of 
6 MW each and a third of equal capacity is being in- 
stalled. The project contemplates adding another unit 
of 12 MW, which would bring the capacity up to 
30 MW, and interconnecting it with the Colombian 
plants of Ocofia and Pamplona and the Venezuelan 
plant of La Fria. The loan will cover 65 per cent of the 
cost of the project, which is estimated at 4,878,000 
dollars ; 28 per cent will be financed by ELECTRAGUAS 
and the Departamento of Norte de Santander; 5 per cent 
by the National Coffee-Growers Federation, and 3 per 
cent by the Colombian Agrarian Reform Institute. The 
loan is guaranteed by the Government of Colombia. 


Source: Data supplied by the agencies concerned. 
This will require, on the one hand, a persistent and mainly by Libya which stepped up its daily output to 


-ordinated effort at the electric energy and agricultural 136,000 m%/day (a growth of 83 per cent), rising to 
anning level and, on the other, the active participation eighth place among the world’s major crude oil producers. 
local interests benefiting from rural electrification. The Middle East continued to pursue its upward trend, 
although its increase of 14.2 per cent was not as marked as 

2. PETROLEUM in earlier years. The major oil-producing countries 

registered smaller increments: Kuwait (9.8 per cent), 

(a) Petroleum production Saudi Arabia (4.8 per cent) and Iraq (9.5 per cent). 

World crude petroleum production rose by 8 per cent Increases above the average were registered by Abu 


tween 1963 and 1964 (see table 174). Africa registered Dhabi (277 per cent); Iran (23 per cent); Neutral Zone 
e largest increase—45.2 per cent—accounted for (22 per cent); and Qatar (14.4 per cent). 
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The rate of growth in Europe was influenced by Italy, 
whose petroleum production rose by 41 per cent. 

Latin America’s expansion barely surpassed that of 
North America and of the countries with centrally 
planned economies (see again table 174) and was less 
than half the average world increase. 

In 1962-64 Latin America’s total production increased 
at an annual rate of 3.2 per cent, and in 1963-64 at 
3.9 per cent (see table 175). Chile, Mexico, Trinidad and 
Venezuela registered their customary increase, but 


Table 174. Crude oil production, by regions 


(Thousands of m®/d)* 
Percentage 
1962 1963 iO | tents 
1963 and 1964 
North America® peg 272.6 9 1531240183681 1.8 
Latin America . ; . 678.8 694.2 721.4 3.9 


TOTAL, western hemisphere 1,951.4 2,006.6 2,057.5 25 
9.9 


Western Europe ; ‘ 52.3 55.6 61.1 ; 
Middle East ‘ - 985.9 1,072.9 1,225.4 14.2 
Africa. : ‘ sd26:25 189/852 72-6 45.2 
Asia and Pacific ‘ 5 92.1 93.9 101.0 7.6 
European countries with 

centrally planned 

economies . : 7) 034-7 — 715.5 74039 35 


TOTAL, eastern hemisphere 1,891.2 2,127.7 2,404.0 13.0 


WORLD TOTAL 3,842.6 4,134.3 4,461.5 7.9 


gece The Oil and Gas Journal, various issues; Latin America: 
LA. 


21 m* = 6.2898 barrels. 
» Estimate. 
© Except Mexico, which is included in Latin America. 


adverse factors prevented oil production in other 
countries from developing normally. In Argentina, for 
instance, the transition from the system of separate 
petroleum contracts to a State-owned enterprise had a 
temporary effect on output. In Peru the dispute between 
the State and the principal oil company, concerning which 
litigation has been going on for over a year, does not 
offer a favourable climate for normal development, 
although production has not been too seriously affected. 
Colombia’s output, which increased significantly (16 per 
cent) in 1962-63 as a result of the discovery of new de- 
posits, was adversely affected by internal labour disputes 
in 1963-64; consequently, a small reduction is expected in 
1964 with respect to 1963. A slight contraction is also 
anticipated in Brazil, despite the new discovery of oil in 
the State of Sergipe, an area which may well be richer in 
hydrocarbons than the oilfields in Bahia, so far Brazil’s 
only oil-producing area. In Chile, the intensive explora- 
tion carried out by the State-owned petroleum enterprise 
in different parts of the country has not had encouraging 
results, and the production increment in 1963-64 (3.6 
per cent) is considerably lower than that obtained in 
1962-63 (13 per cent). 

As indicated earlier, Latin America’s total growth in 
1963-64 (4.4 per cent) fell far short of the world average 
(7.9 per cent), and is mainly attributable to Venezuela’s 


production growth (4.7 per cent) since that countr 
output represents approximately 75 per cent of 1 
regional total. 

The period 1962-64 marked important new discover 
in Latin America, chief among them being the one in 1 
State of Sergipe, Brazil. Colombia also discovered la: 
reservoirs of oil, which included those in Province 
Payoa, Rio Zulia and Orito, the latter situated near 1 
frontier with Ecuador and possibly extending into fl 
country. Orito is the first discovery in the High Amaz 


Table 175. Latin America: Crude oil production 


(Thousands of m*) 
Country 1958 1962 1963 1964" 
Argentina % 5 5,668 15,613 15,444 15,95 
Bolivia . ‘ ; 546 464 540 53 
Brazil . ; ; 3,008 5,310 5,644 5,63 
Chile. : é 885 1,858 2,099 2,17 
Colombia : : 7,457 8,254 9,594 9,54 
Cuba . : : 54 PA 16 1 
Ecuador é 3 489 409 384 44 
Mexico F . 16,000 19,326 20,005 20,49 
Peru 5 9 3 3,114 3,358 3,416 3,60 
Trinidad . : 5,939 7,771 7,740 7,80 
Venezuela 151,160 185,684 188,482 197,42 
TOTAL 194,320 248,063 253,369 263,63 
TorAL (excluding — 
Venezuela) 42,840 62,384 64,887 65,88 


Source: ECLA, on the basis of official statistics. Cuba and Trinid 
Ministry of Mines and Hydrocarbons, Venezuela, Petroleo, 1964, 
other statistical data. 


® The figures for some countries are estimated on the basis of inc 
plete data. 


river basin, which covers vast tracts of southern Colo 
bia, eastern Ecuador, western Brazil and northern Pe 
In Bolivia, too, important reservoirs were discovered 
the Caranda, Colpa and Santa Cruz areas. The 
enterprise concerned is to build a pipeline from Carar 
to join the existing Sicasica-Arica pipeline, and estima 
that upon its completion at the end of 1965 there will 
an exportable surplus of some 5,000 m3/day. 


In Mexico mention should be made of the favoura 
results obtained from the Yucatan No. 1 well, wh 
showed signs of containing enough crude oil to encour: 
Petrdédleos Mexicanos (PEMEX) to continue their explo 
tion activities there in the hope of locating and develop 
an entirely new oil-bearing area. Likewise, in Venezu 
a private enterprise has discovered a rich reservoir in | 
Maracaibo district, which produced 41° API crude 
a rate of about 700 m%/day through a 3/4 inch choke. 


Latin America’s production of natural gas contint 
to increase, in view of the fact that most of it, bein 
by-product, is largely dependent upon the production 
crude petroleum. The region as a whole registered 
annual increase of 7.2 per cent during the period 1958- 
and 8.8 per cent in 1963-64 (see table 176). 


The significance, in terms of energy and cost, of | 
flaring of natural gas, which continued in the vari¢ 
Latin American countries in 1964, has already b 
commented on in the Economic Survey of Latin Ameri 


of 
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163. However, several countries are alive to the situa- 
on and the competent institutions are no doubt taking 
mediate steps to curtail this unsatisfactory practice, 
us making for a more extensive domestic use of this 
s and freeing other fuels for export.’ 


Table 176. Latin America: Natural gas production 


(Millions of m*) 

untry 1958 1962 1963 1964% 
gentina 1,655 6,173 5,947 6,520 
aml). " P 300 $11 503 480 
i an : 15536; 3,560 5,155 6,301 
lombia 2,320 2,219 2,350 2,450 
uador aut nee xe i 
=.4(e0) : . 7,438 10,516 11,371 13,890 
mm | : a 1279. 1,359 1,500 1,600 
inidad : 2,604> 3,200 3,4002 3,500 
nezuela 31,517 36,301 37,465 39,270 

ToTaAL 48,449 63,839 67,694 73,691 


Source: ECLA, on the basis of official statistics. 
® Estimate. 
b 1959. 


Natural gas is still being re-injected into Venezuela’s 
l-bearing reservoirs on an increasing scale, while the 
used proportion is shrinking, although it still repre- 
nted 40 per cent of gross output in 1964, or 15,600 
illion cubic metres. Since the volume of natural gas 


are inadequate, these networks should be expanded as a 
means of increasing the consumption of natural gas in 
the country’s industrial and urban areas. 

The consumption of natural gas in Argentina is follow- 
ing a marked upward trend. In 1964 Gas del Estado, the 
State enterprise in charge of its marketing, completed the 
construction of 1,683 km of 30-inch pipeline for the 
transport of natural gas from Comodoro Rivadavia for 
sale in Buenos Aires and some intermediate points. 
This pipeline serves to supplement an earlier one and was 
built at a cost of 25,800 million Argentine pesos,!* its 
daily capacity will be 10 million m® by the end of 1967 
(5 million m?/day at the end of 1965 and 7 million m?/day 
at the end of 1966). 

With the price per million kilocalories being the same 
as that of fuel oil, both industrial and household con- 
sumers show a marked preference for natural gas, and 
there are good prospects of a considerable expansion of 
the market. In studying this expansion, however, account 
should be taken of the optimum use and total costs 
involved. Among other projects, Gas del Estado is 
planning to build several plants for the production of 
natural gasoline and liquefied gases along the length of 
the southern pipeline, as well as to modernise and enlarge 
the system of pipelines for distributing natural gas in 
Buenos Aires; the original piping for manufactured gas is 
one hundred years old. The systems for the production 
of natural gas in Neuquén, Rio Negro and Mendoza will 
also be altered and enlarged. 

In Peru a private company’s discovery of rich reser- 
voirs of natural gas in the Aguaytia area opened up 
excellent marketing prospects for that country. The 
possibility of constructing a pipeline from Aguaytia to 


Table 177. Latin America: Volume of crude oil refined 


(Thousands of m*) 

Country 1958 1961 1962 1963 1964 
Argentina . : : . 13,034 14,849 16,771 16,306 t7es33 
Bolivia : 5 2 ; 375 357 425 426 460 
Brazil . 7,839 12,717 16,518 17,802 18,010 
Chile 1,290 1,944 2,564 2,561 2,685 
Colombia 3,679 4,066 4,372 4,458 4,500 
Cuba . = ; 2 , 3,870 3,459 3,498 4,223 4,355 
Ecuador : : ‘ : 358 670 625 696 720 
Mexico 15,129 18,883 18,802 18,986 20,346 
Peruy . 2,611 2,642 2,862 2,879 2,900 
Trinidad 8,809 16,568 17,391 19,078 18,800 
Uruguay 1,308 1,558 1,716 1,654 1,690 
Venezuela 42,460 53,854 59,507 60,464 63,541 

ToraL 100,762 131,567 145,051 149,533 155,215 


Source: ECLA, on the basis of official statistics. Cuba and Trinidad: Ministry of Mines and Hydro- 
carbons, Venezuela: Petroleo, 1964, and other statistical data. 


id for both direct use and processing is increasing very 
Owly (it now amounts to 6.5 and 1.4 per cent of gross 
oduction respectively), and the distribution networks 


W Although world experience in the export of liquefied methane 
still limited, a direct line of supply from Algeria to the United 
igdom is already in operation, besides other projects in existence. 
tural gas and its by-products are also valuable as raw material 
the domestic and international petrochemical industries. 


Lima in order to serve households and industry in the 
capital city and at several intermediate points is at 
present under study. 

It seems that Aguaytia’s natural gas reserves are 
sufficient to warrant the investment in such a pipeline, 


1sAt an approximate average of 137 Argentine pesos per dollar 
throughout the period of construction. 


172 


Part One. Tue Latin AMERICAN Econo 


provided a wide enough market is available and other 
local problems are satisfactorily solved. 

As regards the distribution and use of natural gas, 
Mexico is still rapidly forging ahead and is constructing 
vast networks for supplying the main industrial and 
household areas. 


(b) Petroleum refining 


Refining capacity and the volume of crude treated by 
the Latin American refineries continued to increase in 
1962-64. 

Table 177 shows the evolution of the volume of crude 
refined in the various countries. There was an annual 


comparatively unchanged, which means that the increa 
in domestic output and refining were approximately eq 
(see table 179). 


Table 180 indicates the types of processing uw 
formed by the refineries of certain Latin Ameri 
countries. Except in Colombia, it will be noted that 
catalytic cracking and reforming processes represen 
very low proportion, particularly if compared with 
average for Canada (32 and 18 per cent respectively) < 
the United States (37 and 19 per cent). This table a 
contains the complexity index for each group of refine: 
in Latin America. While this is useful in estimating 
construction costs of certain types of refineries, it a 


Table 178. Latin America: Proportion of domestic crude refined by producing and importing countries 


1962 1963 1964 
County Production pee. 1 eaeon Production ee. Pr en Production Eee Prous 
percentage percentage percentag 
Thousands of m® of bia Thousands of m® of eee Thousands of m3 of i 
Argentina 15,613 16,748 92.5 15,444 16,306 94.7 15,957 17,333 92.7 
Brazil 5,310 16,518 32.1 5,649 17,802 Smle7/ 5,283 18,010 29.3 
Chile 1,858 2,564 72.9 2,099 2,562 81.9 2,176 2,685 81.0 


Source: ECLA, on the basis of official statistics. 


Table 179. Latin America: Proportion of crude refined in relation to production in exporting and self-supplying countries 


1962 1963 1964 

Gouniry Ala y Production P ponies pei Production P poaiiclels nen Production Pode 

a percentage percentage as percentag 

Thousands of m® af oe ry Thousands of m3 of Si te Thousands of m8 of a 
Bolivia. 5 425 464 91.6 426 540 78.9 461 530 87.0 
Colombia 4,372 8,254 2.9) 4,458 9,594 46.5 4,500 9,545 47.1 
Mexico 18,802 19,326 97.3 18,986 20,005 90.9 20,346 20,496 99:9 
Peru 2,862 3,101 92.3 2,879 3,416 84.3 2,900 3,600 80.6 
Trinidad 17,391 7,718 225-5 18,110 7,740 234.0 18,800 7,800 241.0 
Venezuela 59,507 185,684 32.0 60,464 188,482 S2at 63,541 197,428 32k2 


Source: ECLA, on the basis of official statistics. 


increment of 7.4 per cent in 1958-64 and of 4.5 per cent 
in 1963-64. Likewise, Latin America’s refining capacity 
continued to rise, though at a slower pace than that 
observed in other parts of the world. In 1963-64 ex- 
panded facilities were either completed or in process of 
construction in Argentina, Brazil, Colombia, Guatemala, 
Mexico, Trinidad, Uruguay and Venezuela, while new 
refineries in Brazil, Chile, the Dominican Republic, 
Mexico, Paraguay and Peru were under construction or 
at the project stage. 


In both producing and importing countries (see table 
178) the tendency was for the increase in refining to 
outstrip that of domestic production. Thus in four 
countries—Argentina, Brazil, Chile and Trinidad—a drop 
is noted in the domestic production/refinery output in 
1963-64. In the exporting and self-sufficient countries, 
except Mexico and Peru which recorded slight moves 
in the opposite direction, the situation remained 


affords a quick appraisal of the type of refineries 
existence and the processing units they include. 

In the case of a constant capacity, the higher — 
complexity index, the greater is the treating capacity 
special processing units. Conversely, a low comple? 
(as in the case of Peru and Venezuela) would mean a | 
percentage of treatment in cracking, reforming, and ot 
units with respect to the basic treating capacity. Ta 
180 shows that of the whole group of countries Colom 
has the highest index (5.03). It should be noted tha’ 
also has the highest percentage of catalytic cracking.” 


The complexity index of a refinery is directly linked 
the volume of distillates which are treated by spe 
processes after the basic primary distillation process. 


19In subsequent studies on the subject, ECLA proposes 
investigate the possible uses of complexity indexes, particularl; 
determining the availability of intermediate products for 
petrochemical industry. 
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can be asserted that the countries showing a low complex- 
ity index are those where a larger volume of distillates is 
obtained directly from the basic processes, or with very 
little subsequent treatment. In Venezuela, Brazil and 
Peru this volume ranges between 50 and 60 per cent, and 
in Mexico, Trinidad, Argentina, Aruba and Curacao 


between 20 and 40 per cent. The figures for Chile and 
Colombia are lower. 


(c) Consumption 
Latin America’s consumption of petroleum products 
and natural gas increased at an annual rate of 4.2 per 


Table 180. Latin America: Complexity index of selected refineries, and capacity of processing units as a percentage of crude capacity, 
at 1 January 1964 


Process Argentina Brazil Chile Colombia 
Distillation of crude 100.0 100.0 100.0 100.0 
Thermal cracking . . 10.8 4.8 12.6 — 
Catalytic cracking . a = AY ilpleg) 25.2 42.4 
Viscosity breaker . = TEKS ihe) 11.6 17.5 
Thermal reforming ; 0.9 Sh5f/ — — 
Catalytic reforming : — Bhsi/ 12.6 — 
Alkylation . : : ED) — 23 1.6 
Polymerization . ‘ 0.8 eZ — 3.8 
Desulphurization . : — — _ = 
Vacuum distillation : 6.9 6.0 21.0 30.8 
Asphalt A d : 1S7/ 0.2 — 1.1 
Lubricants . F : 0.4 0.01 — ila! 
Coking ; ; 1.9 — — — 
Total crude capacit 

(thousands of m3/d) . 59.3 47.5 7.6 15.0 
Complexity index 5 3.12 2.43 3.98 5.03 


Aruba 
Cuba Mexico Peru Trinidad Venezuela and 
Curagao 
100.0 100.0 100.0 100.0 100.0 100.0 
0.6 1.7 — _— = 59.0 
27.6 1533 a 18.6 41 11.9 
—_ 6.9 35:5 8.1 10.7 — 
= == == = 0.8 3.0 
12S 7.6 = = 2.9 a 
= 0.6 — 0.8 0.6 1.3 
IBS 1.6 — 0.5 0.2 — 
Ds 13.0 = 14.1 tem 
— 17.8 2.8 22.6 19.6 2381) 
1.2 1.0 0.7 1.3 Srl 
_ 0.9 0.4 0.5 ase 
13.8 66.6 8.9 49.3 170.2 106.5 
3.23 3.57 2.00 2.78 2.29 3.65 


Source: ECLA, on the basis of annual figures given in The Oil and Gas Journal, 30 December 1963. Factors used in determining the complexity 


index: The Oil and Gas Journal, 19 June 1961. 


| 
Table 181. Latin America: Consumption of main petroleum 
products and natural gas 


(Thousands of tons in terms of 10,700 kcal/kg petroleum equivalent) 


Country 1958 1962 1963 1964* 
Argentina 12,576 14,679 14,660 15,563» 
Bolivia . : i 231 276 299 348 
Brazil 10,177 13,654 14,214 14,062 
Chile 1,930 2,518 2,501 2,550 
Colombia 5 Papel 3,353> 3,438» 3,635 
Costa Rica . : 150 185 187® 200 
Cuba. i : 2,970 3,960 4,0862 4,150 
Dominican Republic 310 377 3812 385 
Ecuador : i 428 504 553 560 
El Salvador . : 182 213 2438 250 
Guatemala. : 383 472 478# 490 
aiti . , : 93 100# 958 98 
Honduras 5 3 195 222 229 236 
Mexico® p . 14,770 17,560 16,771» 17,085> 
Nicaragua. ; 198 193 2088 210 
Panama ‘ ‘ 480 323 360# 390 
Paraguay ‘ . 80 121 131 140 
Peru , : i 2,019 2,728 2,848 3,086 
Uruguay 135 1,328 1,225 1,300 
Venezuela 2 5 9,989» 10,830 11,142» 12,400» 


73,596 


ToTAL 60,527 74,049 77,138 


Source: ECLA, on the basis of official statistics. 

4 Estimate. 

D Includes natural gas. 

© Natural gas consumption in 1963 and 1964 is only estimated. 


cent between 1963 and 1964 (see table 181). This means 
that the consumption of hydrocarbons is keeping 
pace with the gross product and is showing signs of 
stabilization. There is still an evident tendency to replace 
fuel oil consumption by natural gas and hydroelectric 
power. The availability of natural gas in several countries 


Table 182. Latin America: Consumption of petroleum products and 
natural gas 


(Thousands of tons in terms of 10,700 keal/kg petroleum equivalent) 


Type of petroleum product 1958 1962 1963 1964” 
Gasoline 14,190 17,758 18,481 19,013 
Kerosene 4,853 5,728 BS ysoit Uf/ 5,274 
Diesel and gas oil 9,124 11,573 12,512 13,493 
Fuel oil 21,714 25,156 24,427 25,569 
Natural gas 7,676 13,380 13,312 13,789 
ToraL 57,557"  73,595° 74,049¢ 77,138° 


Source: ECLA, on the basis of official statistics. 

4 Estimate. 

D Does not include Cuba for lack of detailed information. 
© Cuba’s share based on estimates. 


and the completion of pipelines for transporting it will 
encourage this trend, especially if there are export 
markets for fuel oil, as in the present case. 

Provisional figures show that in 1964 consumption 
followed the same pattern of distribution by types as in 
1962-63 (see table 182). Thus, residual petroleum (fuel 
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Table 183. Latin America: 
(Thousands of 


Consumption of 


Crude oil petroleum 


products 
Group of countries 1962/63 1964* 
Production Refinery Production Refinery 
output output 1962/63 196 
q) (2) (3) (4) (5) 6 
A. Self-supplying or exporters 
Bolivia ‘ , é 412 363 435 378 287 3 
Colombia . ‘ : j ‘ 5 7,760 3,841 8,304 3,915 2,916 3,0 
Ecuador . : ; ; F 5 : 329 548 371 598 529 5 
Mexico : / : : é A F 17,698 17,005 18,446 18,311 11,746 12,5 
Peru ‘ : F PRS ISI 2,411 3,024 2,436 2,788 3:0 
Trinidad and Tobago . 6,970 15,976 7,020 16,920 igs a 
Venezuela . A 172,116 55,186 180,840 57,931 6,284 6,4 
SUB-TOTAL 208,022 95,330 218,440 100,489 24,550 26,0 
B. Producers or importers 
Argentina . 13,976 14,884 14,361 15,487 11,924 12,8 
Brazil 4,712 14,758 4,543 15,489 13,977 14,0 
Chile 1,622 2,092 1,784 2,202 2,510 23 
SUB-TOTAL 20,310 31,734 20,688 33,178 28,411 29,4 
C. Non-producers 
Cuba , : f a : F ‘ 16 3,860 14 3,920 4,023 4,1 
Paraguay . 2 & A é : Fi — _ —_— — 126 I 
Uruguay . ; 3 é 3 . 2 — 1,516 — 1528 1,276 1% 
SUB-TOTAL 16 5,376 14 5,441 5,425 533 
British Guiana, Central America, Haiti, Jamaica 
and Surinam é : ‘ ; 5 —_ _ — 4 3,148 358 
Latin America 228,348 132,440 239,142 139,070 61,534 64,€ 


Source: ECLA, on the basis of official statistics. 
® Estimated on the basis of incomplete data. 
» Includes only gasoline, kerosene, gas oil and fuel oil. 


oil) is the fuel most widely consumed, absorbing 33.4 
per cent of the total. Gasolines represent 24.7 per cent, 
diesel and gas oil 17.5 per cent, and natural gas 18.8 per 
cent. Kerosene is the only fuel registering a slight 
decline over the two-year period, representing about 
6.8 per cent of the total in 1964. The four major con- 
sumers are Mexico, Argentina, Brazil and Venezuela, 
with 77 per cent of the region’s total. 

Table 183 shows the extent to which consumption is 
met by imports and by domestic production. 


(d) Exploration and drilling 


Latin America registered a slight increase of 4 per cent 
in its exploratory geophysical operations in 1962-63 
(see table 184). The most notable changes in relation to 
1962 are the fairly substantial increments in Brazil and 
Colombia and, to a lesser extent, in Bolivia, Chile and 
Venezuela. Reductions occurred in Argentina and 
Central America. 

Exploratory activities have yielded good results 
recently in Bolivia, Brazil and Colombia, where fairly 
sizable new reservoirs were discovered. In Venezuela 
geophysical activity was again slight in 1963-64, and 
although more was done than in 1958-63, the level of 
activity was considerably lower than in the previous 
five-year period. The country’s dependence on petroleum 


Table 184. Latin America: Geophysical activities in selecte 


countries 
(Team|months) 

1962 1963 

Argentina : 6 : 2 4 a 411 323 
Bolivia . . j ; 5 . 24 41 
Brazil . Z A - ‘ ‘ ‘ 191 291 
Chiles : 3 , F : é 81 94 
Colombia f : A 3 . 4 77 107 
Mexico ; . . . : a 250 246 
Peru 2 5 ; : : 4 5 20 17 
Trinidad ‘ ; ; A ‘ é 3 10 
Venezuela : A 3 5 2 . 3 12 
Other countries : : 7 : 45 12 
‘TOTAL 81,107) 1,153 


Source: World Oil, various issues. 


makes it all the more important to resume explorator 
activities on a scale commensurate with its volume o 
production and reserves. At the end of 1964 thes 
activities were renewed, upon the announcement that a 
exploratory group consisting of several petroleur 


. is 
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1 and evolution of hydrocarbons 


m equivalent) 


Net imports 


1962/63 
Petroleum 
products” 
(8) 
| 14 
6 = 
7 14 
2 951 
7 970 
0 675 
9 2,596 
se kee 
126 
65 
9 
2 2,546 
7 5,346 


Imports of 


Percentage variation 1964/1962-63 petroleum 


( Refining Crude imports products 
one Cee Petroleum fee ‘ consumption) (consumption) (consumption) 
Petroleum Produc- Refinery Ceonstians Petroleum 1962/63 1964 1962/63 1964 1962/63 1964 
Crude products” tion output tion) Crude products (2/5) (4/6) (7/5) (9/6) (8/5) (0/6) 
(9) (10) (¢8) (12) (13) (14) (5) (16) (7) (8) (19) (20) (21) 
—_— — 5.6 4.1 21.3 — _ 126.5 108.6 = _— — — 
—_— _— 7.0 1.9 6.0 — — 131.7 126.7 —= — 
291 30 12.8 9.1 5.9 15.9 114.3 103.6 106.8 47.4 52.0 2.6 5.4 
= =s 4.2 ai 7a a) $144.8) 145.5 = = 
= o 10.5 HO. 9010.7 = a 86.5: 78.9 = == = “2 
9,200 — 0.7 5.9 A 22 = i ie a x 
= 5.1 5.0 1.9 — 878.2 904.6 ane ae ms ee 
9,491 30 5.0 5.4 6.2 DS) 114.3 383.3 385.4 1.0° Yt he 0.0 0.1 
1,404 1,039 2.8 4.1 163) 41.5 9.1 124.8 120.9 8.3 10.9 8.0 8.1 
10,550 954 —3.6 5.0 0.6 3.8 —1.5 105.6 110.1 IPT 4 75.0 6.9 6.8 
391 831 10.0 5.3 16 —16.8 23.1 83.3 86.4 18.7 15:3 26.9 32.6 
12,345 2,824 1:9 4.6 3.6 6.2 8.8 111.7 112.7 40.9 41.9 ont “ 9.6 
3,900 oe —12.5 1.6 312 4.7 00K 95.9 94.5 92.6 94.0 en 
— 140 = = 11.1 = pir aaa a ad = 100.0 100.0 
1,485 36 = 0.3 ye) —0.6 —43.7 118.8 117.0 117.1 114.2 5.0 2.8 
5,385 —12.5 ibe 25) 3.2 99.1 O7:9 96.2 96.9 
2,406 2,805 = — 13.1 Bose 10.2 = = 62.0 67.6 80.9 78.8 
29,627 5,8354 4.7 5.0 5.0 5.6 9.1 189.2° 189.0° 31.0° 31.6¢ 9.34 9.64 


‘cluding Trinidad and Tobago. 


xcluding Cuba. 


Table 185. Latin America: Exploration welis completed and total number of wells drilled, 
1962, 1963 and 1964 


1962 1963 1964 
Completed Completed 
Country Exploration Total number exploration Exploration Total number exploration Exploration 
wells of wells wells as a wells of wells wells as a wells 
completed drilled percentage completed drilled percentage completed 
of total of total 

Argentina . , 130 1,286 10 111 797 14 71 
Bolivia 5 : 13 48 27 13 38 34 19 
Brazil . ; 5 70 177 39 76* 198 38 86 
Chile ys ‘ : 19 nl 17 14 95 15 12 
Colombia . é 20 94 21 54 90 60 34 
Cuba . : 6 —_ 20 = Sh 20 25 bes 
Ecuador F : —~ 22 — 1 31 3 i 
Mexico é - 84 639 13 60 554 11 87 
Pers - A 5 fs) 143 lg 25 148 17 32 
Trinidad 5 E Ae 280 ee 17 23 7 me 
Venezuela. ; 69 536 13 54 498 11 55 
Other countries. = 8 == == 3 = — 
ToraL 430 3,364 13> 430 2,708 16 363 


® Estimate, 


b Excluding Trinidad for want of data on ex- 
ploratory wells. 


Source: Exploration wells: Petroleum Press 
Service, October 1963. Total number of wells 
drilled: World Oil, various issues. Chile, Mexico 
and Venezuela: ECLA, on the basis of official 
statistics. 


176 


enterprises was to embark on geophysical operations, to 
be carried out in certain parts of Lake Maracaibo. The 
Government’s policy of granting contracts to private 
companies through the Venezuelan petroleum corpora- 
tion (Corporacién Venezolana del Petrdleo—CVP) will 


Table 186. Latin America: Oil production per well, 1961-64 


(m5/d) 

Country 1961 1962 1963 19642 
Argentina 7.0 7.8 6.9 a3 
Bolivia 8.9 8.5 ils 8.0 
Brazil PONGTE PAI 27.6 13.5 
Chile . 29.9 27.5 31.9 28.0 
Colombia 10.7 10.5 12.0 11.9 
Cuba . 0.5 0.4 0.4 we 
Ecuador 1.3 1.1 1.0 iN 
Mexico 20.9 21.4 20.9 20.0 
Perio 3.8 3.9 4.2 4.3 
Trinidad 6.1 6.4 6.6 6.7 
Venezuela 44.8 49.2 48.8 49.1 

ToTaL 22.3 24.3 23.8 24.9 
ToTAL (excluding Venezuela) 10.0 9.6 9.6 10.1 


Source: Production: ECLA, on the basis of official statistics. Number 
of producing wells in operation: World Oil, various issues. 


Note: In order to determine the output of each well, each country’s 
average daily production has been divided by the number of wells in 
operation at 31 December of each year. Although this procedure does 
not reflect the exact output per well owing to fluctuations in the total 
munper of producing wells throughout the year, the figure is close 
enough. 


4 Estimate. 


q 
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effort, which was not apparent in the rest of the countrie 
(see table 185). In 1962 Latin America as a whol 
devoted 14 per cent of the total number of wells drille 
to exploratory activities, while in 1963, 16 per cent wer 
earmarked for that purpose. The whole region registere 
a minimal increase in the total number of explorator 
wells, equivalent to 1.5 per cent between 1963 and th 
programme for 1964. 


While final figures are not yet available for ever 
country, Chile increased its total drillings in 1964 to 10 
wells, i.e., 12.5 per cent more than in 1963. The figure 
for six months available for Mexico indicate a marke 
increment and a strong possibility of surpassing the 55 
wells drilled in 1963. An increase was also obtained 1 
Venezuela. 


At the beginning of 1964 Latin America had 29,17 
producing wells in operation. This represents 4.5 per cer 
of the world total. 


With a total output in 1963 of 694,386 m*/day, Lati 
America’s average production was 23.8 m3/day per we 
in operation. Excluding Venezuela, whose wells have a 
average output of 48.8 m3/day, the average drops t 
9.6 m?/day (see table 186). This daily mean is not to 
low when compared with the world average of 5 m3/day 
but it definitely is if compared with the average dail 
output of the Middle East countries, which is 680 m 
Although output per well depends on the individus 
characteristics of each reservoir—and productivit 
varies within each oilfield—the low production rates pe 
well may also have something to do with the type ¢ 
completion method practised in each country. 


There was practically no change in the region’s prove 
oil reserves during the years 1962-64 (see table 187 


Table 187. Latin America: Oil reserves and reserves production relationship 


(Thousands of m®*) 
1963 1964 
Theoretical Theoretical 
Country Reserves Production el a fold a of Reserves Production guration a 
(years) (years) 
Argentina 365,700 15,444 23 318,000 15,957 19.9 
Bolivia 31,800 540 58.9 63,600 530 120.0 
Brazil 47,700 5,644 8.4 143,100 5,283 EA 
Chile 31,800 2,099 1552 shi) 2,176 16.4 
Colombia . 143,100 9,594 20.1 190,800 9,545 20.0 
Cuba tes 16 <a oe 16 nae 
Ecuador 3,975 384 10.4 3,975 447 8.9 
Mexico 397,500 20,005 19.9 445,200 20,496 Pa letl 
Peru 60,420 3,416 20.6 67,575 3,600 18.8 
Trinidad F 79,500 7,740 10.2 87,450 7,800 1 WIE? 
Venezuela . 2,705,000 188,482 14.4 2,703,000 196,565 13.8 
TOTAL 3,866,495 253,369 153 4,058,475 262,850 15.4 


Source: Production: ECLA, on the basis of official statistics. Reserves: The Oil and Gas Journal, 


various issues. 


certainly have a favourable impact on exploratory 
activities. 

As regards exploratory drilling, the increase in Mexico’s 
programmes is worthy of note. The number of wells 
drilled rose from 70 in 1963 to 87 in 1964, and 118 are 
programmed for 1965. This represents a considerable 


Of course, this is rather a short period in which to defit 
new reserves, but even so it can be asserted that Lat 
America as a whole has relatively limited reserves cor 
pared with other world oil areas. This also applies — 
Venezuela, which has to compete with the Middle Ea 
and African countries. Mexico is one of the mo 
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Scanner 


, 

favourably placed among the Latin American countries, 
possessing proven reserves with a theoretical duration of 
some twenty years and maintaining a high level of 
domestic output. 

In evaluating a country’s position in terms of its 
reserves/production ratio, it should be remembered that 
the figures relate strictly to “proven reserves”; in other 
words, the volume of crude petroleum that is recoverable 
at that precise moment, with the aid of existing tech- 
niques and without taking into account the possibility of 
secondary recovery. From an optimistic standpoint, 
aydrocarbon recovery techniques, both primary and 
secondary, are seen to be progressing steadily, thus 
ncreasing the volume of recoverable reserves. 


The State’s role within the petroleum industry in Latin 
America ranges from complete non-participation to full 
monopolistic control over all aspects of the industry, 
sometimes taking intermediate forms (see table 188). 
Ecuador and the Central American and Caribbean 
countries (except Cuba) are examples of the former. In 
Ecuador and in Trinidad and Tobago the petroleum 
industry is privately-owned, the right to exploit the oil- 
fields being granted to them under absolute franchise; 
the State does not take any part in the industrial and 
commercial aspects of the industry, nor does it in the 
Central American countries. Mexico represents the 
opposite extreme—monopolistic control through the 
State-owned Petrédleos Mexicanos (PEMEX), a vertically- 


Table 188. Latin America: Existing state and private participation in petroleum activities, by country 


State Date of 
Jountry enterprise establishment 


Exploration and 


production Refining Marketing 


Argentina. 3 ee DE 19228 
3olivia : YPFB 1936 
3razil . P : . PETROBRAS 1953 
while . . : . ENAP 1950 
Colombia. e 7 ECOPETROL 1951 
Suba . F 5 . Empresa Consolidada 

del Petréleo 
3cuador : ; . None 
Viexico : ; . PEMEX 1938 
anama ‘ : . None 
araguay . . . None 
cn F ‘ ~ Lele 
Jruguay : 2 . ANCAP 
Jenezuela_ . 6 ~ feyae 1960 


Source: ECLA, on the basis of official statistics. 


State and private State and private State and private 
State and private State State 


State State and private Private 
State State Private 
State and private State and private Private 
State State State 

Private Private Private 
State State State 

Private Private Private 
Private State (in process Private 


State and private 
State 
State and private 


of establishment) 
State and private 
State 

State and private 


State and private 
State and private 
State and private 


® Argentina has participated in the oil industry since 1910 through the Exploration and Production Department. 


Research on thermal recovery techniques is also at a 
ery advanced stage. Although still very expensive in 
omparison with other types of recovery, it will no doubt 
ypen up the possibility of production from reservoirs 
vhich hitherto have been considered economically 
mexploitable. Thermal recovery can be applied in 
varticular to reservoirs of very heavy low-density crudes 
ind to bituminous sandstone. It is estimated that the 
ecovery of petroleum in situ, for which the accepted 
igure thus far is 30 per cent, can be raised to 60 per cent, 
1 double the known recoverable reserves. 


In Venezuela, which is at the head of all the Latin 
American countries in secondary recovery, there are 
even thermal recovery projects. In the east and west 
everal companies have experimented with steam 
njection and in situ combustion, with as yet unknown 
esults. However, their purchase of reservoirs of heavy 
tude throughout the world and their insistence on 
ybtaining contracts in the bituminous Venezuelan belt 
vould seem to indicate that the results may well be good 
nough to justify the continuation of these activities. 


(e) State petroleum activities 
Petroleum legislation in Latin America establishes 
learly that these resources belong to the nation, although 
rivate capital is frequently allowed to participate in their 
xploitation. 


integrated enterprise which directs all facets of Mexico’s 
petroleum industry from production to retail distribution. 
PEMEX also participates in the petrochemical industry. 
Cuba is a special case, since all matters relating to the 
petroleum industry are handled through a branch of the 
Ministry of Industries known as Empresa Consolidada del 
Petrdleo. 


The following are examples of intermediate cases: 


(a) State and private participation in all branches of the 
industry (exploration, production, refining and market- 
ing) as in Argentina, Colombia, Peru and Venezuela; 
(6) State control of exploration, production and refining; 
State and private participation in marketing as in 
Uruguay; (c) State control of exploration, production 
and refining; marketing in the hands of private companies 
as in Chile; (d) State control of exploration and produc- 
tion; State and private participation in refining and 
marketing as in Brazil; (e) State and private participation 
in exploration and production; State control of refining 
and marketing as in Bolivia. 


Again, there are different degrees of participation. 
In Argentina the State enterprise Yacimientos Petroli- 
feros Fiscales (YPF) plays a much more important role 
than the private companies, whose participation has 
been curtailed, except in 1958-63 when they operated 
under various types of contracts. Conversely, in Colombia, 


178 


, 


Part One. Tue Latin American Economy 


Peru and Venezuela the State enterprises have a smaller 
share in comparison with the private companies. 

The last few years have marked a firming-up of the 
trend towards a greater participation by the State in 
Latin America’s oil industry. This is manifested by an 
expansion of the activities of State bodies already oper- 
ating in this field, and by the establishment of such agen- 
cies in countries where there were none. Of all the crude 
oil producing countries in Latin America, Ecuador and 
Trinidad and Tobago are the only ones still without 
State petroleum enterprises; Uruguay is the only non- 
producing country which has a State enterprise, while 
Paraguay has already taken the necessary steps to estab- 
lish one. 


In Argentina the petroleum contracts with private 
companies were cancelled and the operation of its oil- 
fields remained in the hands of the State-owned enter- 
prise. So far YPF has concluded an agreement with one 
of the companies whose contract was cancelled and 
other agreements are being discussed with the rest of 
the companies. 


In Peru the Empresa Petrolera Fiscal (EPF) has made a 
bid for the construction of a new refinery as a first step 
towards securing a larger share of the industry. In 
Venezuela, the Venezuelan Petroleum Corporation 
(CVP) established in 1960, is rapidly stepping up its share 
of the domestic market thanks to a progressive market- 
ing policy. A Presidential decree issued at the end of 1964 
grants it 30 per cent of the domestic market by 1968. 
The increase in Venezuela’s consumption will therefore 
have to be split up among the various distributing 
companies on the basis of quotas.?° 2B 


20 The system of quotas for distributors is widely used in Latin 
America, especially in the southernmost countries. 


The second meeting of Latin American State petroleum 
enterprises (Asistencia Reciproca Petrolera Estata 
Latinoamericana—ARPEL) was held at Buenos Aires 
from 18 to 29 October 1964 with the object of promoting 
co-operation between them.”! All the Latin Americar 
State petroleum enterprises were represented, namely 
Yacimientos Petroliferos Fiscales (YPF), Argentina: 
Yacimientos Petroliferos Fiscales Bolivianos (YPFB) 
Bolivia; Petrédleo Brasileiro (PETROBRAS), Brazil 
Empresa Nacional de Petrédleo (ENAP), Chile; Empresé 
Colombiana de Petrdleo (ECOPETROL), Colombia 
Petrdleos Mexicanos (PEMEX), Mexico; Empress 
Petrolera Fiscal (EPF), Peru; Administracién Naciona 
de Combustibles, Alcoholes y Portland (ANCAP) 
Uruguay; and Corporacién Venezolana del Petrdlec 
(CVP), Venezuela. Representatives of Paraguay, ECLA 
and the Latin American Free-Trade Associatior 
(ALALC) attended as observers. 


Agreement was reached on the need to strengther 
existing contacts between State petroleum enterprises 
not only through standard procedures for the large-scal 
systematic exchange of information, but also througl 
technical co-operation, vocational training, the possibl 
exchange of surpluses, etc. In this connexion, due import 
ance was attached to the pooling of efforts in all sector: 
of activity of State petroleum enterprises within a frame 
work of regional integration, for which purpose it wa’ 
decided to set up a special agency with a permanen 
secretariat. Further meetings should be held in 1965 i 
order to study the project and carry on with specifi 
action in the petroleum sector. 


fap first meeting took place at Maracay, Venezuela, i 


Part Two 


FOREIGN TRADE, WORLD MARKET AND BALANCE-OF-PAYMENTS 
TRENDS IN 1963-64. 
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Chapter IV 


EVOLUTION OF LATIN AMERICA’S FOREIGN TRADE IN THE PERIOD 1963-64 


A. RECENT TRENDS IN THE WORLD ECONOMY 


The years 1963 and 1964 witnessed a rapid economic 
Jevelopment process on a world-wide scale, which was 
reflected in a marked expansion of production and trade. 
The boom was enjoyed by the great majority of the 
ndustrialized countries, and spread to the developing 
sountries through an over-all although uneven increase in 
jemand and prices for raw materials. 


Both the pace and the duration of this expansive phase 
n the evolution of the world economy were almost un- 
orecedented ; but although the rapid economic growth of 
he industrialized countries was favourable to the devel- 
ypment of the less affluent countries, the latter did not 
icquire the same dynamic impetus as the former, so that 
nternational disequilibria not only persisted but, on the 
Whole, were aggravated. 


As was to be expected, the character, the tempo, the 
sauses and the effects of the economic boom of 1963-64 
were different in each individual country and each region. 
For example, in most of the countries of Western Europe 
he rate of development was accelerated within the frame- 
work of full employment, whereas the economic expan- 
ion of the United States, although the most prolonged 
ince the Second World War, did not suffice to absorb 
he whole of the labour force. Again, whereas in Western 
Europe the noteworthy improvements in productivity 
were not great enough to prevent an aggravation of 
nflationary pressures, and these coincided with a deteri- 
ration of the region’s foreign trade position in some 
nstances or caused it in others, in the United States total 
supply responded to the striking increase in internal and 
xternal demand with greater elasticity, so that the 
ountry was able not only to improve its trade balances 
ind its competitive position on the world market, but also 
0 prevent the emergence of serious inflationary pressures. 


Lastly, it is useful to point out the differing characteris- 
ics of the phase of expansion in the industrialized coun- 
ries with market economies and in the centrally planned 
cconomies. In the former, its basic cause was still 
rimarily the growth of demand, which was satisfied by 
neans of improvements in productivity in each sector. 
Moreover, the increase in these countries’ total output is 
sssentially attributable to an upward trend in their 
ndustrial production. The centrally planned economies 
ilso succeeded in raising their levels of productivity, but 
vithin the structure of employment the shifts from lower 
o higher productivity sectors continued to be much more 
ignificant than those which occurred in the developed 
ountries with market economies. Again, in the centrally 
jlanned economies the agricultural sector is of con- 
siderable importance in relation to total production and 
smployment, so that the acceleration of their rate of 
levelopment in 1964 must be ascribed in no small 
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measure to the changes that took place in agricultural 
production. 


In addition to the trend towards an acceleration of 
economic development which was clearly perceptible in 
1964 and, except in the countries of the European 
Economic Community, had already made its presence 
felt in 1963, the year 1964 was characterized in the 
industrialized countries by an increased similarity in the 
rates of expansion of the major regions and countries 
to which Latin America acts as a supplier. Although a 
few countries must be excepted as having developed 
particularly slowly or particularly fast during 1964—for 
instance, Italy on the one hand and Japan on the other— 
the rates of growth of the European Economic Com- 
munity and of the European Free-Trade Association kept 
very close to each other, as well as to that of the United 
States. In each case, the real growth rate of the product 
fluctuated around 5 per cent (see table 189). 


The intensive economic activity of the industrialized 
countries resulted in a parallel and more extensive boom 
in world trade, whose rate of expansion in quantitative 
terms (except for the centrally planned economies) rose 
from 5.6 per cent in 1962 to 7.6 per cent in 1963 and 
approximately 11 per cent in 1964. While the 1963 trade 
boom had benefited by certain unexpected factors (such 
as the Soviet Union’s poor grain harvest), the expansion 
of world trade in 1964 is almost entirely attributable to 
the rapid economic growth of the industrialized countries. 


As can be clearly seen in figure XXI, the quantum of 
exports increased faster in the industrialized than in the 
developing countries during the years 1963 and 1964. 
Among the latter, however, there were some, mainly in 
Africa, whose rate of growth equalled or exceeded the 
world average. 


Most of the developing countries reaped the benefit of 
a rise in world market quotations for raw materials, 
which was generally reflected in an increase in the unit 
prices of their exports and an improvement in their terms 
of trade. The upward trend in prices of raw materials 
began during the second quarter of 1963 and reached its 
peak during the first half of 1964, weakening later. The 
improvement to which it gave rise spread to Latin 
America rather later than to the other developing regions, 
inasmuch as the prices of certain commodities of special 
importance in its export trade (such as coffee and non- 
ferrous metals) were slower to increase than those of 
other raw materials.* 


The commercial or strategic stockpiles maintained by 
some countries, in particular the United States, do not 


1 See the present Survey, chapter V, section A. 


| 
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seem to have played an essential role in the evolution of 
raw material prices in 1964. Nevertheless, the rise in tin 
prices would clearly have been greater if the United 
States’ sales of tin and its reiterated announcements of a 
possible release of stockpiles of other non-ferrous metals 
had not influenced the outlook for the world market 
prices of these products.?, Raw materials of vegetable or 
animal origin and foodstuffs were less affected by this 
factor than metals; and if any trend could be traced in 
this connexion it would be mainly favourable, chiefly 
owing to the support given to wool and long-staple cotton 
prices by the cessation of United Kingdom and United 
States sales of these commodities following liquidation of 
their stocks in previous years.® 

The export prospects of the primary producer coun- 
tries in general and of Latin America in particular will of 
course remain subject to the impact of changes in the 


for Economic Co-operation and Development (OECD 
estimates that the average growth rate of the gross pro 
duct of Western Europe is likely to fall from 5.5 pe 
cent in 1964 to between 3.5 and 4 per cent in 1965. 
Thus, the greatest contrast between the two region 
does not lie in their total demand and its probabl 
evolution, but stems from the differences in the natur 
of the 1963-64 expansion, which are reflected in econ 
omic policy measures whose aims and influence of: 
external demand are to some extent contradictory 
While in the United States, as has already been pointe 
out, the rapid economic development process did no 
create inflationary tensions in 1964 and coincided with a1 
improvement in the trade balance and balance of pay 
ments, in many countries of Western Europe externa 
or internal disequilibria emerged in the course of tha 
year which induced their respective Governments t 


Table 189. Gross national product, imports and exports of selected countries obtaining supplies from 
Latin America, 1963 and 1964 


(Rates of variation in relation to preceding year) 


Gross national 


product 
Country ——————————————— 

1963 1964 
United States 3 P , 3.4 4.8 
Federal Republic of Germany . Be 6.5 
France é ‘ * - 4.4 5.0 
Italy . . Z ‘a J 4.8 Pes) 
Belgium : : : ‘ 3.9 5.0 
Netherlands . Fi , F 3.6 55 
United Kingdom . - : 7) 5.5 
Sweden ; : : ‘ 4.9 Spe) 
Norway ; ‘ - 5.4 6.2 
Finland s z : 5 4.0 5.0 
Japan . 3 , : 3 8.4 9.5 


Source: For figures on gross national product 
(excluding Japan), Economic Commission for 
Europe, Economic Survey of Europe 1964. For 


industrialized countries’ rates of economic activity, as 
well as to that of certain: economic policy measures 
recently adopted by some countries, which may have 
repercussions on their foreign trade. 


The latest economic indicators available to date, 
- as well as the projections formulated on the basis of 
these by certain international or State agencies, suggest 
that during 1965 the regions that are the leading pur- 
chasers of raw materials will continue to develop at a 
rate close to that registered in the preceding year. As 
regards Latin America’s most important markets, i.e., 
the United States and Western Europe, official forecasts 
are more optimistic where the former is concerned, for 
the Council of Economic Advisers to the President of 
the United States predicts that economic growth in 1965 
will equal that attained in 1964, whereas the Organization 


2 The effects of the authorization to release 20,000 tons of copper 
granted on 16 December 1964 by the United States Office of 
Emergency Planning will make themselves felt only in the course 
of the current year (see American Metal Market, 17 December 1964). 

3 For a fuller understanding and more detailed analysis of this 
subject, especially as regards Latin America, see the present Survey, 
chapter V. 


Imports Exports 

1963 1964 1963 1964 
3.1 6.8 5.6 13.5 
6.5 11.4 10.9 9.8 
ah WS) 12.7 8.4 7.8 
23.6 —8.0 6.0 15.0 
12.2 11.4 i Ie 9.0 
9.6 15.2 6.4 14.7 
3.9 11.4 5.8 3.6 
9.2 10.1 9.4 10.2 
ie [et 8.5 13.4 15.0 
—1.7 20.0 2.0 6.7 
17.8 14.5 12.5 20.1 


Japan, local press; for trade figures, OECD, Main 
Economic Indicators (March 1965) and IMF, Inter- 
national Financial Statistics (June 1965). 


adopt measures designed to restrict excess demand, o 
to offset a deterioration in the balance-of-payment 
position. 

Before specific reference is made to any of thes 
measures that are bound to influence the prospects o 
primary exporters, especially Latin America’s, attentio: 
must be drawn to a general circumstance which may hav 
repercussions on the trade of the developing countrie 
through its effect on the industrialized countries’ deman 
for raw materials: namely, the rate of formation o 
liquidation of stocks. From the incomplete data avail 
able, it can be inferred that during the twelvemont 
beginning in June 1963 and ending in June 1964, jus 
as in the years 1955-56 and 1959-60, the boom i 
industry in Western Europe and Japan was reflected ii 
a highly accelerated expansion of demand for ra\ 
materials and a rapid reconstitution of inventories. | 
the rate of industrial development in Western Europ 
were to slacken, it would not be surprising if this region’ 
demand for raw materials were adversely affected by | 


4 Economic Commission for Europe, Economic Survey of Europ 
in 1964 (pre-publication version), chapter IT, section 4. 
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Figure XXI. Indexes of the quantum of world exports, by regions 
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tendency to draw more heavily upon the stocks previously 
built up.® The influence of cyclic fluctuations, moreover, 
would be reinforced by the recent rise in rates of interest 
in many European countries, which would make it more 
expensive to maintain inventories and would therefore 
be likely to promote their liquidation. The downward 
trend registered of late in world market prices for certain 
raw materials may well be interpreted as evidence of a 
recurrence of the same cyclic phenomenon, strengthened 
as regards Western Europe—still the leading purchaser 
of raw materials—by the monetary measures cited above. 
The latest figures published by the Economic Commission 
for Europe and its estimates for 1965 confirm this view. 
In fact, the percentage increases (compared with the 
same period in the previous year) in the semi-annual 
value of West European imports (excluding internal 
trade) were 7 per cent in the first semester of 1963 and 13 
per cent in the second half of the year and, in 1964, 15 
per cent in the first six months, falling to only 8 per cent 
in the second half of the year. Official estimates from 
West European countries indicate that the growth rate of 
its real external demand will probably drop from nearly 
9 per cent in 1964 to 6.5 per cent in 1965. However, it is 
ECE’s view that since stockpiling in the same proportions 
as in 1964 is not likely to occur, imports from countries 
outside West Europe may increase more slowly. The 
duration and seriousness of this prospective situation 
can be lessened only in part by the constant stimulus of 
the expansion of total demand in Western Europe and the 
United States. 

As was previously pointed out, the differences in the 
nature of the expansion that took place in the United 
States and in Western Europe were reflected in the types 
of economic measures adopted by each of these regions, 
respectively. For instance, it is only recently that the 
United States has taken steps of any significance to 
control capital outflows, and during 1964 and the first 
quarter of 1965, there were no changes in its economic 
policy which could have strikingly influenced the world 
market and international trade. In Western Europe, 
on the other hand, a long series of measures have been 
applied which may produce repercussions in the external 
sector, or have already done so. Some of these were 
introduced to counteract inflationary pressures or to 
control a deterioration in the international payments 
position, but alongside these, others have been adopted 
which are not only influencing the short-term situation, 
but imply long-term structural changes that affect 
primary export prospects. 


The inflationary tensions experienced in Western 
Europe in 1964, were particularly acute in the European 
Economic Community (EEC) countries, but they also 
affected members of the European Free-Trade Association 
(EFTA) such as Switzerland, Sweden and Austria, as 
well as other countries, like Spain, that are not members 
of either of these two trade groupings. 


In most of the countries mentioned, a number of 
economic policy measures were put into effect in 1964, 
at the monetary and fiscal level, which it would take 


5 Where Latin America is concerned, the most noteworthy effect 
of the slower rate of economic activity in Western Europe in 
1957-58 was a reduction of the value of its exports of raw materials 
other than foodstuffs to that region, but this did not happen again, 
despite the decreases in Europe’s rate of industrial development in 
1961 and 1963. 


too long and serve no useful purpose to list, but whos 
common denominator is the control of demand. Th 
efficacy and the modus operandi of the programme 
adopted, as well as their degree of austerity, varie 
greatly from one country to another, but attention mus 
be drawn to the French and Italian stabilization plans 
which in 1964 reduced the rate of increase of France’ 
imports during the second half of the year and produce 
a sharp drop in Italy’s imports. The developing regions 
however, suffered less than might have been expecte 
and in 1964 succeeded in increasing their exports t 
these countries. This apparently paradoxical developmen 
was due to the fact that in both France and Italy, anc 
particularly in the latter, some of the anti-inflationar 
measures were favourable to imports of essential goods 
such as foodstuffs, and the levels of industrial activit; 
remained very high, so that, as a general rule, th 
primary exporter countries were not exposed to any ver} 
adverse effects. Furthermore, for years the strength o 
Western Europe’s position as regards its gold and foreigt 
exchange reserves has been facilitating the applicatio1 
of measures designed to improve the balance betwee! 
supply and demand by expanding the external supply 


Whereas the internal disequilibrium did not imperi 
the stability of the balance of payments in any of th 
countries of the continent of Europe, in the Unitec 
Kingdom—where inflationary pressures had been hardly 
perceptible—an external payments crisis loomed uf 
at the end of 1964, and was aggravated by capital move 
ments, thus inducing the British Government to adop 
certain temporary but stringent measures aimed a 
remedying the exising imbalance. The chief of these, anc 
the most controversial, was the introduction, in Octobe! 
1964, of a supplementary duty on imports of manufac 
tured goods, amounting to 15 per cent ad valorem. The 
measure encountered opposition in both EFTA anc 
GATT. In the latter agency a special group was set uf 
to deal with the questions raised by this decision on the 
part of the United Kingdom. In the course of the dis: 
cussion, several developing countries urged the abolitior 
of the extra duty on certain items of particular importancé 
for the trade of the non-industrialized countries, it 
whose favour no discriminatory clause was established.’ 


The British measure primarily affects imports 0 
manufactured articles, which account for only a very 
small proportion of Latin America’s exports to tht 
United Kingdom. Even so, this additional duty may 
redound to the detriment of some Latin American coun: 
tries which export manufactured goods not enjoyins 
exemption, as, for instance, processed metal products 
certain textiles, etc. The countries most affected by thi 
duty, the burden of which will be felt mainly in the earl 
months of 1965, will be Argentina, Brazil and Mexico. 


Special reference must be made—since it affects the 
trade prospects of exporters of temperate-zone agricul 
tural products, especially the southern countries 0 
South America—to the agreement laboriously reache« 
by the States members of EEC on 14 December 1964 
relating to grain prices within the Community. 


® This was because it would contravene the most-favoured-natio! 
clause. But neither is the present policy in accordance with certait 
principles and recommendations adopted by the United Nation 
Conference on Trade and Development (see Final Act (E/CONF.46 
L.28), principle 8, and the recommendation formulated in anne? 
A-IIL.4, paragraph 9). 
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The decisions’ adopted to date (February 1965) imply 
1 increase of approximately 10 per cent in the French 
ipport price® and price decreases in the Federal Republic 
’Germany and in Italy. The effect of these measures 
ay be asymmetrical, and detrimental to external 
oducers, for while it seems certain that French pro- 
iction will be encouraged by the higher prices, it is also 
cely that German farmers will try to increase their 
itput in order to offset a possible reduction of their 
rnings.® Thus, exporters in third countries, including 
ose of Latin America, will lose part of the European 
arket, since any surpluses within the EEC area, which 
ed to be of purely national concern, will now have to be 
sorbed first and foremost by the Community before 
ey can be exported to third countries. The danger of 
sing ground in the European market, where converti- 
lity prevails, is combined with that of competition from 
€ growing European surpluses in third countries.1° It 
ust be noted in this connexion that the Community 
cently granted France a reimbursement of 9 to 12 
lars on every ton of wheat it exported to China,“ 
uich enabled it to compete in the Chinese market with 
‘gentina and Australia. 


The protectionist bias of EEC’s agricultural policies is 
so reflected in the agreement recently adopted on 
pport prices for beef, which during the current farm 
ar will be considerably higher than in 1964. The 
mimum support price was raised by almost 15 per cent 
d the maximum by 8.5 per cent, with the result that 
sy stood at 59 and 64 dollars per hundred kilogrammes, 
spectively. 

Hence it may be inferred that during the early months 
1965 the evolution of Latin America’s trade will be 
bject to a series of contradictory trends that are difficult 
quantify. Latin America as a whole received very 


little encouragement from the United States market in 
1964, for while the latter’s total imports increased by 
over 8 per cent (in terms of current values), imports 
from Latin America did so by less than 1 per cent. But 
this apparent lack of dynamic force on the part of the 
United States market seems to represent, in part, the 
reaction to a deterioration of the supply in certain Latin 
American countries. If their supply were to expand in 
1965 and the United States market were to develop on 
dynamic lines, the growth of Latin American exports 
to this market might be accelerated in 1965. 


In Western Europe the situation is more diversified, 
and the short-term prospects for Latin America will 
largely depend upon the speed with which certain 
measures to restrict European demand are rescinded, as 
well as on how far the policies of intensified internal 
protectionism prove efficacious over the short term. If, 
as may be inferred from the above-mentioned projections, 
the rate of growth of this area were to slacken in 1965, 
the primary producer countries, including, of course, 
those of Latin America, would be affected by a possible 
contraction of demand for raw materials. Were this to 
happen, the harm done to Latin America could hardly 
be offset by an expansion of its sales to the centrally 
planned economies, not only because the share of these 
latter markets in its export trade is insignificant, but 
because the Soviet Union—its leading customer in that 
area—had a fairly satisfactory harvest in 1964, which, in 
contradistinction to what took place in 1963, would tend, 
in the absence of a carry-over policy, to make the sale of 
agricultural products more difficult in this market. 


The proportion of Latin America’s exports absorbed 
by other regions is so small that any incentive or disin- 
centive they might provide would be of a marginal char- 
acter, except in the case of intra-Latin American trade. 


B. LATIN AMERICA’S SHARE IN THE WORLD MARKET 


1. ExporRTS FROM LATIN AMERICA TO THE WORLD 
MARKET 


As regards the growth of its exports in 1963 (expressed 
terms of current values), Latin America not only 
ged behind the developed regions but also failed to 
ep pace with the developing countries as a whole (see 
le 190), despite the stimulus afforded by the rise in 


‘See the EEC press communiqué No. 701/64 (AG.512), dated 
December 1964. 

The prices fixed were 10.69 dollars per ton of soft wheat; 9.18 
lars per ton of oats; 9.43 dollars per ton of rye; 9.12 dollars per 
1 of maize; and 12.57 dollars per ton of durum wheat. Under 
terms of the agreement, Italy is granted special concessions in 
ation to its imports of maize and oats from third countries, 
ich will remain in force up to the crop year 1969/70. 

For a more detailed development of this argument see United 
tions Conference on Trade and Development, Jmplications for 
de and development of economic groupings of developed countries 
l/or preferential trading arrangements (E/CONF.46/31). 

° The forecasts contained in chapter III of the Economic Survey 
Europe in 1960, to the effect that the growth of production in 
rope would outstrip that of demand (except in the case of feed 
ins and meat), are already materializing, and the economic 
icy measures adopted so far have not helped to relieve the 
lation. 

1 See Communauté européenne, December 1964. 


prices, which increased the current value of Latin 
America’s exports by 6.5 per cent, when their volume 
had expanded by no more than 3 per cent. Owing to 
this relative lack of dynamic force, the region’s share in 
the international market dropped to only 6.4 per cent of 
total world exports. 


The foregoing trend persisted in 1964, when, according 
to estimates, exports from Latin America represented only 
6.1 per cent of the world total (see table 191). It is all the 
more marked, inasmuch as the rise in Latin America’s 
export prices in 1964 is computed at over 6 per cent, and 
was accompanied by a virtual stagnation of the volume 
of exports, which (strongly influenced by a sharp drop in 
those of Brazil) rose by a little less than 2 per cent. Thus, 
the increase in Latin America’s exports in 1964, ex- 
pressed in terms of current values, amounts to 8 per cent. 


The most rapid upswing in the value of Latin America’s 
external sales took place in the second half of 1963 and 
the first half of 1964, reaching its peak in the latter period. 
During this time, it slightly exceeded the increment 
registered by the rest of the developing regions in the 
aggregate (see again table 190), but even then export 
values did not rise as fast as in the industrialized countries. 
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Table 190. World exports: Variations in value, by regions 
(Cumulative annual percentage rates) 


Ist. 2nd. Ist. 2nd. 

half half. half half 

Region 1950- 1955- 1960- 1963- 1964- 1963 1963 1964 1964 

1955 1960 1962 1962 1963 Ist. 2nd. Ist. 2nd. 

half. half. half half. 

1962 1962 1963 1963 

North America . 5 F é 5 A 8.7 3:5 2.6 7.8 14.7 2.6 13.1 15.9 13.2 
United States . : : : ; : 8.7 S57 2.4 Ted 13.5 1.9 rhs 14.4 12.3 
Canada . ‘ : : é ; ; 8.6 4.8 3.3 9.0 18.8 5:3 12.3 21.7 16.3 
Western Europe . 11.4 79 6.3 ye Ee, 6.3 11.9 14.1 9.7 
European Economic Community (EEC) aye 9.4 Hed. 9.8 13.3 6.8 i Peay) 15.4 11.3 
European Free-Trade Association (EFTA) . 7.4 5.8 4.8 8.6 8.6 6.1 11.1 10.5 6.9 
Australia, New Zealand and South Africa s 4.3 2.8 Se 14.1 O7 4.8 24.6 20.4 —0.4 
Japan ; : : 5 , . 19.6 15.0 10.1 10.8 22.6 8.6 12-7; 19.4 2523 
Total for developed regions z - 2) 10.2 the | 5.4 9.1 IBY! aye) WL D*, 15.2 11.1 
Latin America . . ‘ H F é 4.0 eS sel 6.4 6.9 BES! 9.5 10.3 3.6 
Africa. j F : : : : 9.2 3.2 3.3 6.7 Wy / 2.1 a3 19.3 4.2 
Asia A F ; : ; s : TE, 22. —0.0 9.7 2.8 11.0 8.4 3.4 0.6 
Middle East . : ‘ : Ki ; 8.6 6.7 6.0 152 iyi 16.2 14.3 19.6 10.8 
Total for developing regions . ; é 3 4.4 3.2 2.9 9.0 7.9 69 11.0 9.7 4.9 
World total* ; ‘ : : : : 8.4 6.0 4.8 9.0 11.9 Dat TORE} 13.9 9.8 


Sources: United Nations, Statistical Yearbook, 1960 and 1963, and 
Monthly Bulletin of Statistics, April 1963, June 1964 and January 1965. 


4 Excluding the trade of Albania, Bulgaria, Czechoslovakia, East 


Germany, Hungary, mainland China, Mongolia, North Korea, Nort! 
Viet-Nam, Poland, Romania and the Soviet Union. 


Table 191. Imports from Latin America: Share in total supplies of selected regions and countries 


(Percentages) 
Areas obtaining supplies 
from Latin America 1955 1960 1961 1962 1963 1964 
World . ; : ; - 8.6 6.7 6.5 6.4 6.4 6.1 
United States . ; aes 1:0. 24.4 22.6 20.8 20.3 18.8 
Western Europe . 4 : 6.1 5.1 4.8 4.9 4.6 4.6 
European Economic 
Community 6.9 S27 Si! SHS) 5.4 51 
European Free-Trade 
Association “os . 5.4 4.8 4.5 4.4 4.4 4.0 
Japan . 10.8 6.4 Tat Th) Ts 8.1 
Total for developed areas 
with market economies 10.5 8.3 ai 7.6 74 6.9 
Latin America ee LO.0 8.7 fell 8.1 9.4 10.8 
Total for developing areas : 7.2 5.4 ul 55 5.4 6.9 


Sources: United Nations, Monthly Bulletin of 
Statistics, June and December 1963 and 1964; 
ibid., Statistical Yearbook, 1962; ECLA, Statistical 


Latin America as a whole has continued to lose im- 
portance as a supplier of all developed regions with 
market economies, and if recently it seems to have gained 
ground with the developing countries, this is mainly 
due to the expansion of inter-Latin American trade (see 
again table 191). It has already been pointed out that 
during 1964 the region hardly benefited by the increase in 
external demand on the part of the United States, with 
the result that its share in United States imports con- 
tracted. This trend has been observable for some long 
time, and was only intensified by the deflection of Cuban 


Ferrie for Latin America, vol. IX, No. 1, March 


trade, which mainly influenced the 1961 figures (see agai 
table 191). When the phenomenon recurred in 1964, 1 
was aggravated by a group of factors, partly fortuitou: 
which were to a large extent responsible for the change 
that took place in the position of certain countries of th 
region, especially some in South America. The value ¢ 
the United States’ purchases from countries members ¢ 
the Central American common market increased by 

per cent in 1964, an increment which was only 2.4 per cen 
less than that of total United States imports during th 
same period, while imports from Mexico expanded b 


‘ 


¥V. Evoxuution or Latin America’s ForreicN TRADE IN THE PERIOD 1963-64 


187 


per cent (in terms of current values). But in South 
merica, the decrease in Latin America’s share was 
sutely evident, on account of the decline in the values of 
rgentine, Brazilian, Peruvian and Uruguayan exports. 
1 the case of Argentina, the lower figure for exports to 
ie United States was partly attributable to the fact that 
| 1963 external sales of sugar—not one of Argentina’s 
aditional export products—had been negotiated, and 
ere more in the nature of a sporadic transaction, 
couraged by the high sugar prices prevailing at that 
me. Where Brazil and Uruguay are concerned, the 
yntraction was mainly due to the decrease in coffee and 
| wool shipments, respectively. The drop in coffee sales 


increase coincided with a particularly elastic regional 
supply. For the opposite reasons it may be assumed that 
in 1964 the apparent trends in the years before 1963, as 
described above, were resumed. 


2. SHARE OF LATIN AMERICA IN WESTERN EUROPE’S 
SUPPLIES 

Latin America has long been a leading supplier to 
Western Europe, which in its turn is the second most 
important region from the standpoint of Latin American 
trade. It is therefore not surprising that such prolonged 
trade relations should have undergone significant changes, 
which have chiefly affected Latin America’s position in 


Table 192. Exports from Latin America: Share in world total and in total for developing countries 


(Percentages) 
SITC group 
0to9 0-1 2-4 3 5 7 6-8 
Period Food, ; 
a i Foe ee Leeey Mamtacered 
tobacco 
Share in total world exports 
1955-56 8.5 20.5 8.9 18.5 1.7 0.0 Dats 
1957-58 ea 18.7 8.1 18.4 1.4 0.0 2.0 
1959-60 7.0 17.2 thi 19.0 1.3 0.0 2.0 
1961-62 6.5 1533 9.1 17.8 ih 0.0 1.9 
1963 6.4 15.4 8.8 16.7 iPS 0.0 2.0 
Share in total exports from developing countries 

1955-56 34.2 49.3 22.8 327, 36.2 75 24.3 
1957-58 33.6 47.5 22.4 32.0 33.6 13.5 21.7 
1959-60 31.8 47.2 20.9 B1e2 35:1 11.9 20.3 
1961-62 SES 44.6 25.9 29.6 3255 11.5 19.9 
1963 31.0 44.9 25.3 275) 32.0 12.7 19.3 


Source: United Nations, Monthly Bulletin of Statistics, March 1961, 1962, 1963, 1964 and 1965. 


as the result of a poor harvest, imputable to weather 
ynditions; as regards wool, the explanation seems to lie 
the expansion of European demand and in the fact 
iat some shipments were held up in the hope of better 
irnings. 


The reduction of Latin America’s share in the markets 
‘the highly industrialized countries of Western Europe 
attributable to more lasting and deep-seated causes, 
hich will be briefly analysed in the next section of the 
‘esent chapter. 


No recent data are available with which an accurate 
timate can be made of the trends in 1964 and Latin 
merica’s share according to broad categories of export 
ymmodities. As may be seen from table 192, the drop 
Latin America’s share of world exports and those of the 
sveloping countries during the last few years was par- 
sularly sharp in the case of foodstuffs and somewhat 
ower for chemical products and fuels. Thanks mainly 
exports of ores and cotton, raw materials other than 
odstuffs were the only major commodity group in 
hich Latin America increased its share of world exports. 


These trends were incorporated in 1963 because food 
‘ices rose more rapidly than mineral ore prices and the 


the European market, and have understandably aroused 
its concern. 

For some time now, the emergence of Africa as an 
exporter of agricultural commodities and of raw materials 
in general, and the rapid technical progress achieved by 
agriculture in Europe, have been undermining Latin 
America’s relative importance in the European market.” 
As a result of the depression of the thirties, these cir- 
cumstances were intensified and their effects aggravated 
both by Europe’s policy of internal protectionism as 
regards agricultural commodities—mainly affecting trade 
in temperate-zone agricultural products—and by the 
preferential treatment that certain European countries 
granted to third suppliers, whose repercussions were felt 


12 For a more detailed analysis of these subjects, the reader may 
refer to the following publications: A study of trade between Latin 
America and Europe, United Nations publication, Sales No: 
1952.11.G.2; United Conference on Trade and Development, 
Implications for trade and development of economic groupings of 
developed countries andlor preferential trading arrangements 
(E/CONF.46/31) and (E/CONF.46/31/Add.1); Economic Com- 
mission for Europe (ECE) and FAO, Ten years of agricultural trade 
in Europe, 1951-60. Recent trends and future prospects (ST/ECE/ 
AGRI/8) and Agricultural trade in Europe. Recent developments 
(ST/ECE/AGRI/13), New York, 1964. 
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primarily, but not exclusively by Latin America’s exports 
of tropical products.1* 


The long-standing problem of the influence of these 
factors on Latin America’s trade is now looming up 
larger than ever, inasmuch as the formation of regional 
economic groupings in Western Europe has aroused 
apprehension lest such trends may be intensified in one 
way or another; that is, either as the direct consequence 
of the establishment of these groupings, or as a result 
of their extension of trade preferences to regions compet- 
ing with Latin America. The danger of a loss of markets 


more marked degree than by those of EFTA, does pri 
duce repercussions." 

The drive for self-sufficiency has been much strongei 
in respect of some products—for example, wheat, butter 
sugar and eggs—than others such as animal feeds (se 
tables 193 and 194). Thus, even in cases like that o 
maize, where Western Europe’s imports have evolvec 
and are still evolving on lines relatively favourable t 
countries outside that region, an adverse influence i 
exerted on European demand for imports of product 
of animal origin from third countries, inasmuch as th 


Table 193. Western Europe: Production and imports of selected agricultural commodities 
(Million of tons) 


Averages 
Commodity Concept 
Programme 1948-52 1953-57 1958-59 1960-61 1962-63 
Wheat A. Production 31.07 30.32 36.23 40.88 38.64 44.35 
B. Gross imports 10.54 13.71 11.44 9.41 9.90 7.78 
C. B/A (percentage) 33.90 45.20 31.60 23.00 25.60 17.50 
Maize A. Production 9.73 7.18 10.04 12.70 14.00 13.72 
B. Gross imports 8.46 4.03 4.57 6.99 9.18 13.34 
C. B/A (percentage) 86.90 56.10 45.50 55.00 65.60 97.20 
Barley A. Production 9.08 10.93 15.77 19.04 22.37 27.28 
B. Gross imports 2.41 2.53 4.19 4.72 4.23 4.16 
C. B/A (percentage) 26.50 23.10 26.60 24.80 18.90 15.20 
Sugar A. Production (centrifugal) 4.02 S313 6.81 7.76 8.87 7.94 
B. Net imports (centrifugal 
sugar equivalent) 2.61 2.89 2.87 3.39 2.84 3.38 
C. B/A (percentage) 64.90 56.30 42.10 43.70 32.00 42.60 
Meat A. Production 8.56 7.43 10.42 11.46 12.60 13.76 
B. Gross imports 1.20 0.99 1.17 1.33 1.35 1.56 
C. B/A (percentage) 14.00 13.30 11.20 11.60 10.70 11.30 
Eggs A. Production 1.95 2.13 2.73 3.19 3.39 3.63 
B. Net imports 0.11 0.03 0.03 0.06 0.09 0.08 
C. B/A (percentage) 5.60 1.40 1.10 1.90 2.70 2.20 


Source: Food and Agriculture Organization of the United Nations (FAO), The State of Food and Agriculture, 1964, Rome 1964. 


in Western Europe is a very serious one in Latin America’s 
eyes, not only because of the magnitude of the region’s 
share in those markets but also because it is in them that 
since the end of the Second World War a more expansive 
trend has been registered in respect of Latin America’s 
exports. 


Since agricultural commodities are not included in the 
EFTA treaty, and Latin America’s exports of manufac- 
tured goods to that area are minimal, the formation of 
this market does not appear to affect Latin America’s 
export prospects over the short term. On the other hand, 
the growing trend towards self-sufficiency, shown by 
Western Europe in general over the long term (see again 
table 192) but by the EEC countries (see table 193) ina 


18 Jt must always be borne in mind that the harm done to Latin 
America’s interests by the formation of preferential areas has not 
been confined to disadvantages in the field of customs tariffs alone; 
through the deflection of capital export flows, the effect has been 
to undermine the productive capacity of Latin America, to retard 
its development, and to create trade interests favourable to an 
expansion of trade with the areas enjoying preferential treatment. 


increased sales of feed permit the expansion of livestoc! 
production in Europe. 


The trend towards self-sufficiency in respect of agri 
cultural commodities has been observable for some tim 
in Western Europe not only at the national but also at th 
regional level. It is reflected in a gradual increase in th 
share of intra-regional trade in total trade, and wa 
apparent even before the Common Market countrie 
put their concerted agricultural policy into operation 


14Tn the EFTA countries, protection for agriculture is provide 
by means of instruments directly influencing the farmer’s incom 
(“deficiency payments’’), whereas the system prevailing in the EE! 
area is one of indirect protection, by means of higher domesti 
market prices, frequently accompanied by quantitative impo! 
restrictions. The maintenance of this policy has for some time bee 
hampered by the existence of surpluses in the United Kingdon 
and as early as May 1963 the Government had announced th 
introduction of quantitative or price controls for imports of mez 
and cereals, while butter imports are subject to a quota régim« 
For a more detailed analysis of these questions; see ECE, Economi 
Survey of Europe 1961, chapter II; and ECE/FAO, Agricultur 
trade in Europe. Recent developments, op. cit. 
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‘example, whereas in 1953-55 intra-European imports 
agricultural commodities (including raw materials of 
icultural origin) accounted for 27 per cent of the 
ion’s total agricultural imports, this proportion rose 
ver 35 per cent in 1960-62. Themovement towards a 
ater concentration of trade within the region has been 
eding up of late in the countries members of the 
ropean Economic Community, as can clearly be seen 
m the relatively much more rapid development of 


of the seven temperate-zone products included in the 
table is the contribution of third countries bigger than 
before, while it has decreased, significantly enough, 
precisely in the case of those commodities of which total 
imports have developed most dynamically, i.e., maize, 
fruit and vegetables, meat and cheese. 

In some of the EEC and EFTA countries, the preferen- 
tial treatments granted before the war (the Ottawa 
agreements as regards the United Kingdom and the 


Table 194. European Economic Community (EEC) and European Free-Trade Association (EFTA): 
Share of domestic production in total supply of selected commodities 


(Percentages) 
EEC EFTA 

Commodity 1951- 1954- 1957- 1960- 1951- 1954- 1957- 1960- 
1953 1956 1959 1962 1953 1956 1959 1962 

Wheat , - 80 87 93 90 41 45 44 50 
Barley F 3 73 74 80 88 719 83 83 88 
Maize P 4 67 67 63 56 7 I 5 5 
Sugar ¢ 88 102 93 101 42 42 41 42 
Eggs 3 Z 97 93 91 93 97 102 106 101 
Butter é - 99 100 100 102 72 67 59 58 
Tobacco . 5 56 51 50 36 1 2 2D 1 


Source: United Nations Conference on Trade 
and Development, Jmplications for trade and 
development of developing countries of economic 


groupings of developed countries andlor preferential 
trading arrangements (E/CONF.46/31/Add. 1). 


Table 195. Western Europe: Trade in selected agricultural commodities 


Share of Share of countries 
Average Percentage commodity other than those of 
import variation in total Western Europe in 
Commodity Ce Apts Mien spe i 
(millions of values in agricul- 
dollars) 1957-59 tural Index Index 
imports 1957-59 1960-62 
Wheat . 921.9 4 6.5 89.6 922 
Maize 591.0 53 4.1 92.8 OU, 
Barley . 265.9 —7 19 73.7 65.9 
Meat 1,893.9 18 13.2 49.2 42.3 
Butter 382.2 4 Drell 54.0 56.0 
Cheese ‘ 246.1 16 ei 33.4 29.2 
Fruit and vegetables 1,982.6 23 13.9 47.2 44.7 


Source: ECE/FAO, Agricultural trade in Europe, Recent developments, Geneva, 1964. 


sorts from other Community countries. In 1958-62, 
example, while the increment in imports of food, 
erages and tobacco from EEC countries amounted to 
per cent (in terms of current values), in those from 
rd countries it was less than 24 per cent; imports of 
y materials of agricultural origin followed a parallel 
nd, since intra-Community imports expanded by 
per cent, while purchases from third countries in- 
ased by only 22 per cent.1® 


The data presented in table 195 serve to confirm that 
tendency towards self-sufficiency has continued to 
n ground in Western Europe; only in respect of two 


For a more detailed analysis of these trends, see Agricultural 
le in Europe. Recent developments, op. cit. 


establishment of the Franc Zone in France) had a restric- 
tive effect on Latin America’s exports which continued 
to make itself felt in the post-war period, but while the 
United Kingdom’s preferential arrangements chiefly 
affected temperate-zone commodities (with the exception 
of the sugar agreement), the impact of the preferences 
accorded by France was felt mainly by tropical products.1® 


During the post-war years, the repercussions of the 
preferential arrangements weakened somewhat in the 


16 In the pre-war years, the effect of these preferences had been 
reflected in a reduction of Latin America’s share in the total 
imports of France and the United Kingdom. In the latter, the 
share in question fell from 11.8 per cent in 1928 to 10.5 per cent in 
1935 and 8.3 per cent in 1938; and in France, from 10.4 per cent 
in 1928 to 6.6 per cent in 1938. 
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case of the United Kingdom, but not in that of France, 
for in the first of these countries the rise in prices affected 
the real incidence of preferences granted on the basis of 
specific tariffs, while in France the tendency to supplement 
preferential margins with quantitative restrictions under- 
went scarcely any modification, and the latter were more 
effective than the former. 


of tropical products. As is shown in the tables refe 

to above, Latin America’s loss of relative — 
affected both the countries exporting tropical agricul 

products and those whose agricultural exports at 
mainly temperate-zone commodities, but hit the latt 
much harder, while the exporters of mining produc 
can be seen to have witnessed a marked long-term redu 


Table 196. Share of Latin America as a whole and of selected Latin American countries in total imports of Western Europe 


(Per mil) 
Vernon eatin A Uruguay : Colombia Central (ees 2 Lis 
average VGniavicn Argentina Pad = Brazil 3 Seed = Cuba seem C om z mn Chile Bolivia Peru Venezuela Mexicc 
1928 . 103.5 59.3 4.0 11.4 1.8 4.6 5.8 The) 2.3 Ze, 1S 3.1 
1935 93.3 44.2 3.6 16.6 2.4 Aa ayy 5.9 Paps 3.9 1.8 4.3 
1938 85.3 B52. 3.8 15.9 2.9 3.3 3.7 8.0 2.0 3.4 2.5 4.6 
1948-49 86.1 39.1 4.1 15.0 1.0 8.8 2.9 0.6 4.0 FS) Dat 4.7 2.9 
1950-51 76.4 23.5 41 17.4 2.0 8.0 3.8 1.0 3.3 135 3.3 Sy! 4.4 
1952-53 62.0 15.1 332 14.9 22 5.6 4.0 1.6 2.9 13 2.6 5.0 3.8 
1954-55 66.7 16.7 3.3 16.8 35 2.4 She 3.0 4.6 0.9 2.9 6.2 4.1 
1956-57 69.0 16.1 3.0 7, 35 327 5.9 3.4 Ey? 0.9 3.3 11.8 41 
1958-59 64.6 16.4 2.0 10.8 4.0 Dal 52 3.4 49 0.9 3.3 1/3) 3m 
1960-61 54.4 1352 2.0 9.4 3.8 ‘Tei 3.9 2.5 4.6 0.7 4.4 8.6 2.7 
1962-63 5223) 14.1 1.8 8.7 Bs2 AS 3.6 25 4.0 0.6 ari 8.8 2.9 
Sources: League of Nations, The network of world trade; and United Nations, Direction of International Trade. 
Table 197. Share of Latin America as a whole and of selected Latin American Countries in imports of the EEC countries 
(Per mil) 
y. Lati y Uruguay _ Colombia Central Central ; cw 
Gsarase y elie q Argentina * ee > Brazil ae Cuba ime) Gommon Chile Bolivia Peru Venezuela Mexice 
1928 114.2 65.0 3.7 15.9 2.0 2.9 13 — 9.7 0.7 0.8 PX | 4.1 
1935 103.3 41.3 4.0 24.4 4.2 1.6 6.1 — 8) 1.4 5.0 2.6 5.4 
1938 103.2 34.6 4.2 24.0 5.8 aa 44 _— ial 1.8 4.4 4.3 6.5 
1948-49 85.4 35.9 4.5 14.8 1.3 8.9 1.9 0.8 4.8 0.2 1.6 74 4.1 
1950-51 TREN cep eype 4.1 16.2 335 6.5 3.0 1.4 4.1 0.5 2.6 5.9 5.4 
1952-53 67.2 14.0 Sa tte al 3.6 4.8 4.8 ey 3.6 0.4 Shy 5.6 5.0 
1954-55 73.6 17.3 3.4 17.6 5.4 1.9 7.0 4.9 Sal 0.2 3a 6.4 6.2. 
1956-57 73.3 16.1 3.4 10.8 4.4 Be 74 5.4 5.6 0.2 3.7 12.6 5.9 
1958-59 67.6 15.8 2.1 10.4 D3 1S 6.9 5.6 5.6 0.2 4.0 10.4 5.4 
1960-61 58.5 14.2 1.9 9.8 5.0 0.8 5.0 3.8 5.0 0.2 5.8 af 3.7 
1962-63 572 15.6 1.6 9.4 4.0 1.1 4.5 3.5 4.0 0.2 3 Tt 3.8 


Sources: League of Nations, The network of world trade; and United Nations, Direction of International Trade. 


Tables 196 and 197 illustrate the relative importance, 
for the various Latin American countries, of Western 
Europe’s internal policy of protection for agricultural 
products, and of its preferential arrangements with third 
countries. In the markets both of Western Europe as a 
wholeand of the EEC countries, the share of Latin America 
steadily declined, from 10 per cent of the total in 1928 
to 5.2 per cent in 1962-63 in the case of all Western 
Europe, and from 11.4 to 5.7 per cent where the members 
of EEC were concerned. 

The fortunes of the groups of Latin American countries 
whose export structures are fairly alike have been remark- 
ably similar in the two markets, except for the exporters 


tion of their share, if Venezuela is excluded, and to ha 
succeeded in maintaining it, if the Venezuelan figures ai 
taken into account. The proportion corresponding | 
the exporters of temperate-zone products (Argentin 
Paraguay and Uruguay) suffered a spectacular ar 
virtually unremitting decline, dropping both in tl 
case of Western Europe as a whole and in that of tl 
countries now members of EEC from about 6.5 per cent 
1928 to approximately 4.6 per cent in 1935, and only 1 
per cent in the last of the periods considered (1962-63) 

Thus, 90 per cent of the decrease in Latin America 
relative importance in the market of Western Euro} 
would seem to be simply and solely imputable to tl 
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itraction in the share of these three countries, and 
re than four-fifths of it to the slump in that of Argen- 
a. Where the exporters of tropical products were 
icerned, the trends followed were less closely parallel, 
in Western Europe as a whole the countries in question 
intained and even increased their pre-war share up to 
year 1955, and only in the second half of the fifties 
| their position deteriorate rapidly as a result of the 
| in coffee prices, reflected mainly in the figures for 
wzil. In the EEC market, on the other hand, these 


sugar in 1951 and meat in 1951, 1958 and 1959, Latin 
America has not regained its pre-war position. The fact 
that wheat is an exception is of little significance, trade 
in this product being governed by the problem of United 
States and European surpluses. The proportion of EEC 
demand for this group of commodities supplied by Latin 
America continued to dwindle in more recent years 
(1962-63), in comparison with the corresponding figures 
for the period immediately preceding integration (1958- 
59). This is attributable, however, to trends which had 


Table 198. Latin America: Share in EEC imports, by commodities 


(Percentages) 

Commodity 1934-38 1950 1951 1958 1959 1960 1961 1962 1963 
Wheat 28 17 10 11 8 11 5 19 12 
Maize 59 32 16 35 42 53 28 32 30 
Sugar® 41 — 58 51 42 49 18 25 28 
Meat? Bid 3 40 26 24 15 17 18 19 
Cocoa beans 9 9 18 15 14 14 11 10 6 
Coffee eS 46 49 48 54 64 53 57 56 
Fresh fruit and 

nuts _— _ 5 17 14 16 15 14 18 
Tobacco, un- 

manufactured® 16 — 13 15 14 12 12 15 20 
Hides and skins, 

undressed 42 _ 25 13 24 15 17 18 19 
Cotton 13 36 14 19 25 15 18 25 28 
Wool® 23 13 a 8 14 11 14 12 12 
Tron ore —_ —_ 0.3 9 8 11 13 12 14 
Copper 3 36 14 19 25 15 18 18 16 
Crude petroleum 50 12 9 9 9 7 9 8 4 
Petroleum 

products — —_ 11 12 4 5 8 11 13 


Sources: For 1934-38 and 1950: EEC, Economic 
Survey of Europe since the War, Geneva, 1953; 
for 1936-38: League of Nations, International 
Trade in certain Raw Materials and Foodstuffs, 1938, 
Geneva, 1939; for 1951-57: OEEC (afterwards 
OECD), Foreign Trade Statistics (Summary 1951 to 
1956 and Series C 1962 and 1963); for 1958, 1959, 


intries were unable to recover their former footing 
sr the Second World War, chiefly on account of the 
ference extended by France to commodities mostly 
yorted by African countries. 


wing to a combination of such circumstances as the 
ckening of the trend towards self-sufficiency in the 
TA countries, the steadily weakening repercussions 
preferential treatments in the case of the United King- 
m, and the exclusion of agriculture from the agree- 
nts whereby EFTA was established, the attention of 
ypliers in countries outside Western Europe has been 
icentrated, logically but for opposite reasons, on the 
ution of demand in the EEC countries. As regards 
tin America, the analysis of long-term trends already 
de for groups of countries may be usefully supple- 
nted by the commodity data presented in table 198. 

The products selected may be conveniently grouped in 
ir categories: temperate-zone foodstuffs; tropical 
ducts; raw materials of vegetable or animal origin; 
1 raw materials of mining origin. With regard to the 
t group, Latin America’s share in the EEC market 
yws a definitely declining trend over the long term. 
cept for an occasional commodity or year, such as 


1960 and 1961: United Nations, Commodity Trade 
Statistics. 


® Average figures for 1936-38 instead of 1934-38. 
Import data for 1934-38 and 1950 relate to 
Germany. 
© From 1957 onwards, data for wool imports 
include fine animal hair. 


previously made their appearance, and which will be 
merely strengthened by the increased protectionism 
implicit in the grain agreement mentioned earlier in the 
present chapter.” 


The favourable course followed by the EEC countries’ 
total meat imports in the last four years is also likely to 
take a different turn, inasmuch as France and the Nether- 
lands seem capable of absorbing the growing demand of 
the Federal Republic of Germany and Italy.18 


Trends and prospects are more divergent in the tropical 
products group and stem from widely varying causes. In 
the case of cocoa beans, for example, most of the decrease 
in Latin America’s share in the EEC market is due to 
competition not from the countries benefiting by the 
5.4 per cent preferential margin, but from outside sup- 
pliers (Ghana, Nigeria) whose costs are lower. 


The situation and the influences which have helped to 


17 The market expansion prospects of those EEC countries which 
produce temperate-zone agricultural commodities at a relatively 
lower cost are already reflected in the objectives of France’s most 
recent development plan (see E/CONF.46/31, op. cit. p. 130). 

18 France, formerly a net importer of beef and veal (18,600 tons 
in 1958), became a net exporter (145,300 tons in 1960). 
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determine Latin America’s footing in the EEC coffee 
market are more complex. In the first place, during the 
years preceding the Rome Treaty, the most important 
factor limiting Latin America’s share in the market of the 
future EEC countries had been the direct quantitative 
control applied in the French market, with the result 
that the 18 per cent preferential margin, high as it was, 
played a secondary or nominal role. Thus, in 1960-62 
the overseas associate countries as a whole contributed 
29 per cent of EEC imports, but their share in the French 
market amounted to 70 per cent. Although the margin 
of discrimination in force is much smaller than that 
originally contemplated, it is still substantial.1° There is 
reason to think, however, that consumption of the Arabica 
variety of coffee, which is of basic importance for Latin 
America, is likely to increase at the expense of the Robusta 
type produced in Africa. Firstly, in the French market, 
where Robusta used to take first place, consumption may 
be deflected to higher-quality coffees with the elimination 
of the quantitative controls. Secondly, the Federal 
Republic of Germany’s specific customs tariff for coffee 
and its high fiscal duties preclude the possibility of 
Robusta’s making any significant progress in this im- 
portant market. A third factor that will encourage con- 
sumption of Arabica consists in the exemptions granted 
to the Benelux countries, which are authorized to levy 
no duties (during the second interim period) on 85 per 
cent of the coffee they import. Lastly, Arabica may be 


expected to hold its position by virtue of the operat 
of the international coffee agreement, under which — 
associate countries have engaged not to export lar 
volumes to EEC unless their sales to other regions decli 
It is not altogether surprising, therefore, that La 
America’s share in EEC’s imports should have remaii 
relatively stable in recent years. 


The growing proportion of EEC’s fruit impc 
represented by purchases from Latin America reflects 
increase in imports of bananas from Central America ¢ 
Ecuador. This trend might, however, be cut short (n 
withstanding the free import quotas repeatedly alloca 
to the Federal Republic of Germany) by the imposit 
of a common external tariff duty of 20 per cent 
bananas. 


Tobacco is another product in respect of which La 
America has been able to gain ground in the EEC mark 
but its progress, like that of fruit, may be held up, 
this instance by the tariff reductions granted to Gre 
and Turkey. Nevertheless, smokers’ preferences, 
evidenced since the end of the war, may play a stabiliz 
role favourable to Latin America. 


As regards raw materials, Latin America’s share in| 
EEC import market has not been affected by preferent 
arrangements, and the fluctuations it has undergone hz 
generally been due to changes in the region’s relat 
position as a world supplier. 


C. EVOLUTION OF LATIN AMERICA’S EXPORTS 


1. TOTAL EXPORTS, AND BREAK-DOWN BY COUNTRIES 


As was previously pointed out, in 1963-64 the periods 
of most rapid growth of the current value of Latin 
American exports were the second half of 1963 and the 
first half of 1964. In the latter year the main increase was 
registered in the first quarter, with a drop in the second 
and third quarters and a partial recovery in the fourth. 
The increase averaged 8 per cent, compared with 6 per 
cent in 1963. However, the nature of the increase was 
different in the two years, half of the rise in 1963 being 
attributable to a real increase in the physical volume ex- 
ported, while in 1964 over three-quarters of the increase 
was due to higher prices since the volume of sales 
abroad rose by barely 2 per cent (see tables 199, 200 and 
201). Moreover, in 1963 the increase in current export 
values was due mainly to three of the four major Latin 
American exporters—Argentina, Brazil and Mexico— 
while this was not so in 1964. If these three countries 
and Venezuela are excluded from the figures in table 199, 
the increase in Latin America’s export values was 4.1 
per cent in 1963 but 18 per cent in 1964. 


The upward trend in the volume of external sales was 
interrupted in Latin America towards the middle of 1964, 
hence before unit export prices had shown any signs of 
deteriorating for the region as a whole. It is likewise 
worth noting that while the unit value of the region’s 
exports rose faster in 1964 than in 1963, the opposite 


19 At the present time, it stands at 9.5 per cent ad valorem. 


was true of the weighted price index for raw materi 
exported by Latin America. The latter phenomenon 
imputable not only to trade delays between the placi 
of orders and the date of shipment, but also to the fi 
that the prices of some of the raw materials export 
by the region are governed by agreements, and cannot 
raised by virtue of a unilateral decision on the part of 1 
exporter country, which generally undertakes to s 
large quantities to the other party to the agreement. 


The supply position in each of the individual La 
American countries, as reflected in the volumes export 
varied widely, so that the value of the external sales 
countries with similar export structures underwe 
changes that differed considerably in magnitude (s 
again table 201). 

Among the countries exporting temperate-zone agric 
tural products, Argentina registered the smallest inc 
ment in its export values—only 3.3 per cent—due sol 
to the steady rise in export prices, since the volur 
exported, according to estimates, fell short of thc 
shipped in the preceding year by 2.6 per cent. TI 
decrease in export volumes was mainly due to smal 
shipments of livestock products and a decline in no 
traditional exports, since the volume of external sales 
agricultural commodities considerably increased. T 
current value of Uruguay’s exports rose by over 8 p 
cent, despite an increase of only 1.1 per cent in the volur 
exported compared with the previous year. The mo 
favourable development of Uruguay’s export pric 
lies in the larger proportion of its external sal 
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esented by livestock products and wool. Paraguay 
enjoyed higher prices for its exportable products, 
only one-sixth of the striking increase of nearly 24 
ent in the value of its exports derived from an expan- 
of the volumes exported. 


‘thin the much larger group formed by the Latin 
srican countries exporting tropical products, the 
ution of exports was very uneven, and in many coun- 
; was determined by the rise in coffee prices which 
Ited partly from the shortfall in the Brazilian supply. 
1 general rule, the increments registered in the current 
ort values of this group of countries did not depend so 


Republic, Ecuador, Guatemala and Haiti, where the 
trend of the export sector was unfavourable in 1962, 
because either prices or volume declined in comparison 
with the previous year. This group is marked by a 
contrast between Brazil, Guatemala and Haiti, where a 
sharp drop in export volume was partially or fully offset 
by an increase in export prices, and the Dominican 
Republic and Ecuador, which were barely able to raise 
the current value of their exports in spite of a fairly sub- 
stantial increase in export volume (see again tables 199, 
200 and 201). Brazil and the Dominican Republic may 
be mentioned as typical examples of the development of 


Table 199. Latin America: Exports (f.o.b.) 
(Millions of dollars at current prices) 


Country 1955 1960 

Argentina 928.6 1,079.2 
Bolivia 76.0 51:3 
Brazil . 1,423.2 1,268.8 
Chile 475.8 491.2 
Colombia 583.9 464.6 
Costa Rica : 80.5 81.9 
Dominican Republic 114.3 179.7 
Ecuador 113.8 147.6 
El Salvador . 106.9 116.8 
Guatemala 106.4 119.1 
Haiti 36.0 33.1 
Honduras 48.1 61.9 
Mexico 783.4 762.6 
Nicaragua 71.7 55.5 
Panama 33.2 26.0 
Paraguay 35.1 27.0 
Peru 269.4 432.4 
Uruguay 183.7 129.4 
Venezuela 1,903.6 2,392.7 
TorTaL, for Latin America 7,984.5 8,530.0 

ToraL, for Latin America, 
excluding Cuba 7,375.7 7,911.8 

ToTaL, for Latin America, 

excluding Cuba and 
Venezuela 5,470.0 5,528.1 
Cuba 610.8 618.2 


1961 1962 1963 1964 
964.1 1,216.0 1,365.1 1,410.4 
58.0 58.9 61.0 86.0 
1,403.0 1,214.2 1,406.5 1,429.8 
508.1 532.1 542.0 625.8 
434.4 463.3 446.1 543.5 
81.7 CHT 95.8 113.5 
142.1 ALES 174.3 179.9 
126.9 142.8 149.0 153.5 
11974 136.3 153.8 178.2 
1127, 117.4 154.1 158.0 
31.9) 42.2 41.4 40.4 
66.3 71.2 83.0 94.6 
825.7 929.3 984.2 1,054.8 
60.3 81.7 100.0 113.0 
28.2 46.0 58.0 68.0 
30.7 33-5) 40.2 49.8 
495.9 539.8 541.0 666.7 
174.7 153.4 165.2 178.9 
2,452.0 2,533.1 2,549.3 2,567.0 
8,740.7 9,107.0 9,652.9  10,425.5 
8,115.8 8,586.4 9,110.0 9,711.8 
5,663.8 6,053.3 6,560.7 7,144.8 
624.9 520.6 542.9 713.7 


Source: ECLA, on the basis of official statistics and IMF dates. 


sh upon variations in the volumes exported as on the 
gent trends followed by international prices for their 
le export products, and, therefore, on the relative 
ortance of each of these in the export trade of the 
erent countries. Whereas for most temperate-zone 
Imodities prices moved steadily upwards in 1964, 
ical products were subject to opposing influences 
this respect, for while coffee quotations rose very 
idly, more or less intensive downward trends prevailed 
respect of bananas, cocoa beans, and, to a lesser 
ree, tobacco, and sugar prices suffered a spectacular 
p from the high levels attained in 1963. 

he countries exporting tropical products may be 
sified in two groups, according to the variations in 
current value of their exports in 1964. The first of 
e groups would be formed by Brazil, the Dominican 


exports in this group of countries. In the case of Brazil 
which, because of the importance of its trade, carries 
considerable weight in the Latin American aggregates, 
the current value of exports was 1.7 per cent higher than 
in 1963 in spite of a drop of nearly 11 per cent in export 
volume. This means that the decline caused by a poor 
coffee crop was fully offset by an increase in average ex- 
port prices. In the Dominican Republic, on the other 
hand, the 6 per cent rise in export volume was cut in 
half, in terms of value, by the drop in world sugar prices. 

The second group of countries exporting tropical 
products, characterized by a marked increase in the 
current value of their exports in 1964, would consist 
of Colombia, Costa Rica, Cuba, El Salvador, Honduras, 
Nicaragua and Panama. Cuba registered a 31.5 per cent 
rise in the value of its exports, attributable to a recovery 
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Table 200. Latin America: Cumulative annual rates of variation in the current value of exports 


(Percentages) 
1960- 1961- 1962- 1963- 1964—- 
Country 1955 1960 1961 1962 1963 
Argentina 3.0 —10.7 26.1 12.3 3.3 
Bolivia —7.6 ie 1.6 10.3 41.0 
Brazil . —2.2 10.6 —13.5 15.8 1.7 
Chile 0.6 3.4 4.7 1.9 ISD 
Colombia —4.5 —6.5 6.7 —3.7 21.8 
Costa Rica . 0.3 —0.2 19.6 4.1 18.5 
Dominican Republic 9.4 —20.9 20.7 1.8 B22 
Ecuador : a6) —14.0 125 4.3 3.0 
El Salvador . 1.8 2.0 14.4 12.8 15.9 
Guatemala 2.3 —5.4 4.2 31.3 2.5 
Haiti -1.7 —3.6 32.3 —1.9 —2.4 
Honduras Sea ek 16.4 75 14.0 
Mexico —0.5 8.3 12:5 5.9 72 
Nicaragua —5.0 8.6 SBS) 2253 13.0 
Panama —4.8 8.4 63.1 26.1 17.2 
Paraguay —5.1 13.7 9.1 20.0 23.9 
Peru 9.9 14.7 8.8 0.2 23.2 
Uruguay —6.8 35.0 —12.2 a. 8.3 
Venezuela 4.7 DS 3.3 0.6 0.7 
TorAaL, Latin America 1.3 2.4 4.1 6.0 8.0 
TOTAL, Latin America, 
excluding Cuba 1.4 2.6 5.8 6.1 6.6 
TOTAL, Latin America, 
excluding Cuba and — —. — —— 
Venezuela 0.1 2.4 7.0 8.4 8.9 
Cuba 0.2 1g —16.7 4.3 31.5 
Source: ECLA, on the basis of official statistics, 
Table 201. Latin America: Export quantum indexes 
(1960 = 100) 
Country 1955 1960 1961 1962 1963 1964 
Argentina 76.1 100.0 90.2 125.2 125.3 122.1 
Bolivia 142.6 100.0 106.7 104.6 112.4 114.4 
Brazil . 83.4 100.0 110.6 101.7 119.2 106.3 
Chile 91.7 100.0 100.6 104.0 104.7 119.7 
Colombia 88.1 100.0 98.3 104.6 108.5 113.0 
Costa Rica : 69.8 100.0 98.7 108.7 108.2 124.2 
Dominican Republic 67.7 100.0 86.8 92.1 84.5 90.0 
Ecuador 70.2 100.0 98.2 108.2 106.2 115.3 
El Salvador . 76.3 100.0 118.1 142.5 155.8 168.7 
Guatemala 68.3 100.0 105.8 118.0 160.2 142.0 
Haiti thle! 100.0 85.0 126.0 117.8 94.8 
Honduras 65.8 100.0 122.4 IME RS) 112.1 123.6 
Mexico 93.4 100.0 104.8 120.9 117.4 120.8 
Nicaragua 100.4 100.0 106.2 137.8 167.8 185.1 
Panama 89.5 100.0 109.5 133.3 165.1 183.1 
Paraguay 65.7 100.0 118.8 111.8 103.8 108.2 
Peru 50.7 100.0 117.1 123.8 118.3 137.8 
Uruguay 128.7 100.0 140.6 118.5 129.0 130.4 
Venezuela 73.4 100.0 110.7 109.3 113.1 118.2 
Torat, for Latin America, 
excluding Cuba 79.3 100.0 102.9 112.3 117.0 119.3 
TOTAL, for Latin America, 
excluding Cuba and }9=—— — — — —— — 
Venezuela 81.9 100.0 103.8 ih fy) 118.7 119.7 


Source: ECLA, on the basis of official statistics. 
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its sugar output and the steadying influence on prices 
its long-term and fixed-price export agreements with 
ne East European countries. For the rest of the coun- 
‘s in this group, the current value of exports in 1964 
ged from nearly 22 per cent (Colombia) to 13 per cent 
icaragua) (see again table 198). Although the differ- 
es in the increases registered are attributable in part 
the differences in export volume, they are mainly an 
stration of the uneven pattern of coffee and banana 
ces and of the relative weight carried by these com- 
dities in the exports of the countries concerned. 

fhe Latin American countries whose exports consist 
efly in metal products (Bolivia, Chile, Peru andMexico) 
lefited greatly by a steady rise in their export prices, 
ich in most cases lasted throughout the year 1964. 
livia and Peru managed to increase the current value 
their exports by 41 and 23 per cent respectively. The 
ure of the increment in export earnings, however, 
s very different in the two countries, for whereas 
ivia reaped the benefit of the boom in tin prices and 
ained the increment in question on the basis of an 
ansion of barely 2 per cent in terms of volume, Peru 
; adversely affected by the decline in fish, meal and 
ar prices. Thus, three-quarters of the increase in the 
rent value of its exports was due to a real increase in 
ort volume. 

The value of Chile’s exports increased by 15.5 per cent 
1964. This was due primarily to an expansion of over 
per cent in the volumes exported as copper export 
ses did not rise as much as world market quotations 
copper. 

n Mexico’s case, the upward movement of export 
ses for lead, copper, zinc and coffee raised the current 
ue of exports by 7.2 per cent in 1964. Two-fifths of 
; increment may be attributed to the increase in 
Tage export prices. 

/enezuela suffered by the deterioration in international 
ses for petroleum products and iron ore, so that over 
e-tenths of the 45 per cent expansion of its volume of 
orts was absorbed by the decrease in export prices. 


EVOLUTION OF EXPORT FLOWS, BY MARKETS OF 
DESTINATION 


the year 1964 witnessed significant changes in the 
itive degrees of dynamic force displayed by the main 
ions to which Latin America ships its exports. 
adly speaking, these changes represent an intensifica- 
1 of the trends that have prevailed since the beginning 
he fifties, and have taken the specific form of a more 
amic growth of demand in Europe than in the United 
tes. In 1964, this tendency was combined with an 
osite movement on the part of Latin America’s 
ort flows, which implied as will be shown later, a 
isure of triangulation in trade between Latin America, 
stern Europe and the United States. 

he trend towards an increase in the participation of 
stern Europe and a decrease in that of the United 
tes, which had begun in the early fifties, was sharpened 
960 and 1961 by a downturn in the former year, and 
ttual suspension in the latter, of trade between Cuba 
| the United States; but the proportion of Latin 
erica’s exports absorbed by the United States market 
tinued to decline in 1962, 1963 and 1964, with the 


result that their distribution gradually altered to a pattern 
which bore an increasingly close resemblance to that 
prevailing in the years prior to the Second World War 
(see table 202).2° 


As was mentioned in the preceding section, the decrease 
in Latin America’s share in the United States market in 
1964 was largely due to fortuitous factors, but it is also 
obvious that these were superimposed upon a trend that 
had started in the years immediately following the 
hostilities in Korea. 


In contrast with the virtual stagnation of United States 
purchases," the value of exports to Western Europe 
increased. As in previous years, the value of sales to the 
European Economic Community rose at a higher rate 
than that of exports to the European Free-Trade Associa- 
tion, i.e., by 8.5 as against 7 per cent. The over-all 
figures, however, conceal significant differences where 
EFTA is concerned, since the smaller increment in the 
value of the purchases effected by this group of countries 
was due to the stagnation of the United Kingdom’s 
imports and the considerable contraction in those of 
Norway, while the other members of EFTA, in the 
aggregate, increased their purchases from Latin America 
at a rate far above the average for the EEC countries. 
Among the latter—in contrast with the situation in recent 
years, when the Federal Republic of Germany had been 
the most dynamic purchaser—it was in the markets of 
France and Italy that imports from Latin America 
expanded most rapidly. 


The total imports of other countries of Western 
Europe, not included in either of the trade groupings men- 
tioned, increased, in terms of current values, much faster 
than EEC’s or EFTA’s (17 per cent). In this connexion, 
special mention must be made of the increments in 
Yugoslavia’s purchases, which increased by nearly 90 per 
cent during the first eleven months of the year, in those 
of Finland, which increased by over 55 per cent and in 
those of Spain, which expanded at the not inconsiderable 
rate of 7.5 per cent. 


In all these markets—those of EEC, EFTA and other 
European countries alike—the benefit of the rise in the 
value of imports from Latin America was enjoyed by 
most of the countries of the region, but, generally speak- 
ing, was greater for those that export mining products 
(with the exception of Venezuela) than for the exporters 
of tropical products (including Brazil), while the latter 
in turn increased their sales to Western Europe rather 
more quickly than the exporters of temperate-zone com- 
modities. 

Japan was one of Latin America’s most dynamic mar- 
kets in 1964, for the value of its imports from the region 
as a whole rose by 19 per cent. Cuba, and the countries 
exporting raw materials of mining origin, were those that 
gained most advantage from the expansion of Japanese 
purchases. 

The current value of Latin America’s exports to 
Eastern Europe remained unchanged. Among the 


20 Import data relating to customers of Latin America refer, 
unless otherwise stated, to the whole of 1964, and are expressed in 
terms of current values. The data were generally obtained from the 
import statistics of the main countries and regions which are clients 
of Latin America. 

21 During 1964 United States purchases increased by barely 0.6 
per cent. 
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centrally planned economies, it was mainland China that 
provided the most powerful stimulus to exports in 1964. 
Latin America’s sales to this country doubled, mainly 
in consequence of the expansion of exports from Argen- 
tina. As was previously pointed out, competition from 
France’s subsidized sales, and the better trade terms 
offered by other countries competing with Argentina, 
may constitute a threat to Latin America’s exports to 
mainland China, which in recent years, uneven though 
their development has been, have followed an upward 
trend. 

Although this subject is more fully dealt with in a 
special section of the present chapter, it should be 
emphasized here that in 1964 inter-Latin American trade 
developed particularly fast, expanding by over 30 per 
cent. 


developments to affect the analysis if a quantitat 
approach is adopted. Were this criterion applied, h« 
ever, the increase in the share of non-edible raw mater: 
would be magnified, the proportion of the total rep 
sented by manufactured goods would be slightly less, 
share of fuels and lubricants would show a relativ 
smaller increment, and that of foodstuffs would decre 
to a still more marked extent. 

The foregoing analysis might be criticized on 
grounds that the definition of manufactured go 
adopted is unduly narrow, since it does not include « 
tain processed foods, such as meat preparations, fi 
and meal, oils, etc. But on the basis of table 203 seve 
classification criteria can be established which bear | 
the conclusions put forward above. For example, if p 
cessed goods of animal origin are added to the gro 


Table 202. Latin America: Exports, by markets of destination 
(Percentages of total) 


Market of destination 1938 1950 
North America . 4 Aer 47.6 
United States : dot Sh 06iI 45.9 
Canada : é 3 i) leg 
Western Europe z S474 29.9 
EEC; ; A . 25.4 132 
EFTA . a ° a PAKS 14.8 
Othercountries . 5 1.4 1.9 
Japan. ; 4 : 1.4 1.3 
Latin America ; 4 6.1 7.9 
Eastern Europe ‘ ; 1.5 0.9 
Rest of the world : 124 1253 


1960 1961 1962 1963 1964 
43.5 39.6 39.0 37.8 BRrs 
41.8 Siar 36.0 34.5 32.6 
Be 1.8 3.1 3.3 3 
31.6 31.8 32.9 34.1 34.1 
18.4 18.4 20.0 21.0 20.9 
Li 11.3 10.9 10.8 10.6 
1.5 2.1 2.0 2.4 2.6 
2.8 3.9 3.7 4.3 5.0 
7.9 6.7 7.2 ee 9.4 
3.1 5.8 5.4 4.8 4,3 
Wf 12-2 11.8 iS 11.6 


Source: United Nations, Monthly Bulletin of Statistics, Jane 1963 and June 1965. 


3. CHANGES IN THE COMPOSITION OF EXPORTS 


The structure of Latin America’s exports in two recent 
periods is shown in table 203. As can be seen, the changes 
that took place in the composition of the region’s exports 
were slight, and suggest the need for a more vigorous 
diversification effort. The magnitude of the necessary 
effort will be clearly understood if it is borne in mind 
that although the value of exports of manufactured 
goods rose during 1957-62 at a rate three times as high 
as the average for Latin America, they did not represent 
more than 9.5 per cent of total exports in the last of the 
years considered, as against 8.1 per cent in 1957. The 
data for the two periods covered by table 203 lead to the 
same conclusion, for if the groups comprising chemical 
products, machinery and manufactured goods are taken 
together, the growth rate rises only from 8.8 per cent in 
1959-60 to 9.4 per cent in 1961-62. Alongside the limited 
increase in the proportion corresponding to manufac- 
tured products, mention must be made of the bigger 
share absorbed by fuels and lubricants, the rapid increase 
in the quota of non-edible raw materials and the decline 
in the relative importance of the food, beverages and 
tobacco group. Price movements during the two-year 
periods selected did not make enough difference to these 


22 Taking these to include Standard International Trade Classi- 
fication (SITC) groups 5, 6, 7 and 8. 


comprising chemical products, machinery and manuf 
tured goods (SITC 5, 6, 7 and 8), the figure obtait 
is not much higher than 12 per cent, and even with 

addition of the proportion represented by petroleum 
rivatives, which are of course produced by highly capi 
intensive industries, the result works out at barely 18 
cent of Latin America’s total exports. If, on the contré 
the analysis were based on a stricter and more reali 
criterion, excluding petroleum products and the gr¢ 
covering simple manufactures of metal—of great imp 
tance in Latin America’s export trade—the figure reac] 
would be only 6 per cent, half of which would be attrit 
able to natural products of vegetable or animal ori 
that had undergone very little processing. The fact t 
the volume of Latin America’s exports of raw mater 
expanded by approximately 40 per cent during 1957- 
whereas the increase in external sales of manufactu 
goods was not even half as great, suggests that Lé 
America as a region was seriously affected by t 
typical characteristic of the developed countries’ tar 
which consists in increasing the duties payable prop 
tionally to the degree of processing undergone by 

product concerned. In any event, it must be agreed t 
even if the slow growth of the exports and, theref¢ 
of the product of the Latin American countries must 
the last analysis be remedied by internal structural 
forms that will enable the composition of their expc 


j 
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Table 203. Latin America: Composition of exports 
(Percentages of total) 


Average Average 
1959-60 1961-62 
700d, beverages and tobacco(SITC O and 1) 44.4 41.0 
a) Temperate-zone products 
Meat and meat extracts. - A 25 2.4 
Meat preparations . 2 5 * 0.9 0.8 
Butter 2 ¢ : . : . 0.2 0.1 
Wheat, barley and maize . : . 335 Qa 
Bone meal and fish meal . : ; 0.7 0.9 
TOTAL 75 6.9 
b) Tropical-zone products 
Bananas . : z , 4 : 1.8 1.8 
Refined and unrefined sugar 3 2 7,8) Sole 
Coffee . F é ; F a eA 15.7 
Cocoa beans. : ; a 3 1.4 0.8 
TOTAL 28.2 21.4 
>) Tobacco, unmanufactured  . : , 1.0 0.5% 
Jon-edible raw materials and animal and 
vegetable oils and fats(SITC 2 and4) . 18.3 214 
Groundnuts (peanuts), copra, castor oil 
and oil nuts and kernels. 5 é 0.1 0.1 
Hides ‘ r E 4 : - 0.9 0.9 
Natural textile fibres. ‘ : 6.2 7.8 
Wool P ; , ‘ j 233 2.4 
Fine animal hair ss 5 4 : 0.1 0.1 
Cotton . : ; : ‘ 3 3.6 5.0 
Sisal é 5 : : A A 0.3 0.3 
Sodium nitrate . f ; s : 0.4 0.4 
Ores . 7 3 ; ‘ ; ; 4.9 5.0 
Tron . : é , 5 P 3.0 3.1 
Copper . 5 i ; . : 0.3 0.2 
Lead 5 : ‘ : j 3 0.3 0.3 
Zinc 4 is : § : 4 0.3 0.3 
Tin ‘ : , : ; : 0.5 0.5 
Manganese 5 3 . 5 : 0.4 0.4 
Titanium, vanadium, molybdenum, 
tantalum and zirconium ‘ ‘ 0.1 0.1 
Others. ; 3 : : : 0.1 0.1 
Linseed oil . j : : : : 0.5 0.7 
Groundnut (peanut) and castor oils ; 0.2 0.4 
hemical products (SITC 5). 3 3 fer Te, 
Tanning extracts . s A , P 0.2 0.2 
uels and lubricants (SITC 3) . ; 27.8. 28.0 
Crude petroleum h - ‘ 20:6 20.1 
Motor spirit 3 , F : 1.0 1.0 
Gas oil and diesel oil : ; : 17, 1.8 
Fuel oil f ; é . ‘ : Bei 4.0 
Machinery and transport equipment (SITC 7) 0.2 0.3 
Manufactured goods (SITC 6 and 8) 5 7.5 7.9 
Leather F 5 is F ; 0.1 0.1 
Yarn : 4 4 : ‘ ; 0.2 0.2 
Bars, rods, angles, shapes, sections, and 
iron and steel plates 3 é : 0.2 
Copper bars, rods, etc., blister copper and 
tefined copper . : 3 2 4.9 5.2 
Lead bars, etc. . é , F : 0.5 0.4 
Zinc bars, etc. . ; 0.1 0.1 
Total manufactures of metal Dai, Sed, 


Sources: United Nations, Monthly Bulletin of Statistics; and ECLA, 
n the basis of official statistics. 


® Excluding exports from Cuba. 


to be altered, the minimal proportions represented by 
external sales of manufactured goods with a high per- 
centage of value added mean that over the short and even 
over the medium term the growth of Latin America’s 
foreign exchange income will continue to depend upon 
the level of demand for and prices of its traditional export 
products. 


4. CHANGES IN THE COMPOSITION OF LATIN AMERICA’S 
EXPORTS TO DIFFERENT AREAS 


Figure XXII shows how the composition of Latin 
America’s exports to different areas has evolved in recent 
years. As can be seen, the over-all trend has been to- 
wards an increase in the share of raw materials, fuels and 
manufactured goods and a decrease in that of the food, 
beverages and tobacco group. This trend was interrupted 
in 1963 when foodstuff prices rose sharply and the 
regional supply was very elastic. Based on the incom- 
plete data available, and for reasons opposed to those 
just mentioned, it can be assumed that 1964 witnessed 
a resumption of the trend followed in 1957-62. An 
examination of the vertical break-down—i.e., by regions 
—presented in the figure reveals that these trends are 
common to all areas, with the notable exception of 
Eastern Europe, where the proportion represented by 
food, beverages and tobacco expanded considerably, 
while the share of raw materials contracted, in contra- 
distinction to the tendency in the rest of the world. As 
has been pointed out, the reason lies in the deflection of 
Cuban exports towards the area in question, since Cuba 
exports almost exclusively items belonging to the food, 
beverages and tobacco group. 


If attention is turned to the horizontal breakdown, by 
major categories of products, certain differences worth 
noting can be observed. Thus, for example, as regards 
the food, beverages and tobacco group, the strongest 
trend towards reduction is found in trade with Japan; 
next come Western Europe and the United States, while 
in intra-regional trade its share is surprisingly constant, 
having remained virtually stable throughout the three 
two-year periods considered and in 1963. 


An outstanding feature in the raw materials group, if 
the special evolution of exports to Eastern Europe is set 
aside, is the immense and increasing relative importance 
of such products in Latin America’s exports to Japan. 


The evolution of Latin American fuel exports appears 
to have been affected in the case of EEC by a downward 
movement during the second of the two-year periods 
considered, but this apparently represents the adjustment 
to more normal sources of supply after the Suez crisis. 
The recent decrease in the share of fuels in inter-Latin 
American trade, even more pronounced in 1963, results 
from the higher level of self-sufficiency attained by 
several countries, especially Argentina and Brazil. The 
marked degree of self-sufficiency characterizing Eastern 
Europe is also reflected in the absence of Latin American 
exports of these products to that area. 

Lastly, it can be seen that the share of the group of 
manufactured goods comprising certain traditional ex- 
port products (such as metals) in Latin America’s sales 
generally remained almost unchanged. However, these 
products accounted for rapidly increasing proportions 
not only of exports to EFTA but also, more recently, of 
inter-Latin American trade. 
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Figure XXII. Latin America: Composition of exports to different regions 
(By groups as a percentage of total) 
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D. EVOLUTION OF LATIN AMERICA’S IMPORTS 


1. TOTAL IMPORTS, AND BREAK-DOWN BY COUNTRIES 


After the virtual stagnation registered by the quantum 
of Latin America’s imports in 1962 and the contraction 
of about 2.5 per cent which took place in 1963, the 
expansion in 1964 stands out as particularly marked. 
The current value of the imports effected by Latin 
America (excluding Cuba) reached almost 8,700 million 
dollars (see table 204), which represented an increase of 
7.9 per cent in current values. If Cuba is included the 
percentage increase in the current value of Latin Amer- 
ica’s imports rises to 8.8 per cent and would even reach 
10 per cent if a statistical discrepancy affecting the figures 
for Chile were corrected.?8 


23 Since the increase in import prices was fairly uniform, being 
around 1.5 per cent for most countries, it may be inferred that the 
real increase in Latin American imports amounted to about 8.5 per 
cent in 1964. 


The structure of Latin America’s imports, in which t 
relative importance of industrialized products is ve 
great, accounts for the fact that whereas the volume ai 
value of Latin America’s exports often follow wide 
divergent trends, those of imports pursue a parallel cout 
(see again table 204, and tables 205 and 206). The su 
plementary data on the current value of Latin Americ: 
total imports in 1964 are seriously affected by the decli 
in Brazil’s purchases. Were these to be excluded, t 
current value of imports would be seen to increase 
over 13 per cent between 1963 and 1964. 


The recovery of the region’s imports (expressed 
terms of current values) began somewhat hesitantly 
the first quarter of 1964 and steadied as the year a 
vanced. In contrast to the evolution of exports, t 
growth of imports was more vigorous in the second hi 
of the year, with the result that the trade balance (expo: 
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Table 204. Latin America: Imports (c.i.f.) 
(Millions of dollars at current prices) 


Country 1955 1960 1961 1962 1963 1964% 
Argentina 1,172.6 1,249.3 1,460.4 1,356.5 981.0 1,077.2 
Bolivia 82.4 71.5 TH 97.7 103.8 louis) 
Brazil . 1,303.8 1,461.6 1,459.1 1,475.0 1,486.8 1,263.4 
Chile 376.3 499.7 590.5 511.6 636.9 609.0 
Colombia 669.3 518.6 Doma 540.4 506.0 586.3 
Costa Rica 4 87.5 110.4 107.2 113.3 123.8 138.6 
Dominican Republic 113.2 100.0 80.0 148.6 184.0 220.0 
Ecuador : 108.0 115.0 106.4 96.2 128.8 169.3 
El Salvador . 91.9 122.4 108.7 124.8 151.8 191.1 
Guatemala 103.5 137.9 133.6 132.9 165.5 202.1 
Haiti 39.6 36.1 41.9 45.9 38.9 41.4 
Honduras 62.0 71.8 72.0 79.8 95.1 101.9 
Mexico 883.7 1,186.5 1,138.6 1,143.9 1,239.8 1,429.9 
Nicaragua 69.6 Wen T4.4 97.4 110.4 145.7 
Panama 86.1 128.2 147.0 173.3 192.0 198.3 
Paraguay 33.6 Sie 40.3 41.1 39.1 40.5 
Peru 299.5 372.8 468.1 534.3 553.2, 570.9 
Uruguay 228.5 244.4 207.6 230.4 176.9 197.9 
Venezuela 1,054.8 1,187.5 1,080.8 1,096.4 1,147.3 1,340.0 
ToraL, Latin America, 

excluding Cuba 6,865.9 7,723.1 7,959.3 8,038.8 8,061.1 8,699.8 

Cuba . 3 j ‘ 633.1 679.9 638.7 5933 866.2 1,014.7 
ToraL, Latin America 7,499.0 8,403.0 8,598.0 8,798.1 8,927.3 9,714.5 


Source: See table 199. 


® Provisional. 


Table 205. Latin America: Cumulative annual rates of variation in the current value of imports 


Country 


Argentina 

Bolivia 

Brazil 

Chile 

Colombia 

Costa Rica Z 
Dominican Republic 
Ecuador 4 
ElSalvador . 
Guatemala 

Haiti 

Honduras 

Mexico 

Nicaragua 

Panama 

Paraguay 

Peru 

Uruguay 
Venezuela 


Cuba . 


1960— 
1955 


1.3 
yl 
I28) 
5.8 
—5,0 
4.8 
—2.4 
1.3 
5.9 
5.9 
—1.9 
3.0 
6.1 
0.6 
8.3 
2.6 
4.5 
1.4 
2.4 


TOTAL, Latin America, — 
excluding Cuba 24 


1.4 


ToTAL, Latin America 2 


Source: See table 199. 


® Provisional. 


(Percentages) 
1961- 1962- 1963— 
1960 1961 1962 
16.9 —7.2 —27.7 
8.7 25:7 6.2 
—0.2 1.1 0.8 
18.1 —13.4 24.5 
TA —3.0 —6.4 
—2.9 Salt 9.3 
—20.0 85.7 23.8 
—7.5 9.6 33.9 
—11.2 14.8 21.6 
—3.1 —0.5 24.5 
16.1 7.6 —15.3 
0.3 10.8 19.2 
—3.7 0.4 8.5 
3.8 30.9 133 
14.7 17.9 10.8 
6.9 2.0 —4.9 
25.6 14.1 55 
—15.1 11.0 —23.2 
—9.0 14 4.6 
—3.1 1.0 0.3 
—6.1 18.9 14.1 
22 3 1.5 
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f.o.b., imports c.i.f.), which had been favourable during 
the first six months, became negative in the second half, 
but the deficit was not as large as the surplus of the 
first six months. 

A conventional classification by groups of countries 
might be established on the basis of the relative degree 
of dynamic force with which the value of their imports 
increased. As the rise in import prices was usually about 
2 per cent, the import quantum, with very few exceptions, 


entered in the books.™* If the data were adjusted to tal 
this circumstance into account, the value of Chile 
imports in 1964 would exceed that of its external pu 
chases in 1963 by 14 per cent. 

The third group of countries, in which imports i 
creased at a rate close to or below the regional averag 
would be formed by Argentina, Bolivia, Haiti and Ho! 
duras. The increments in the value of their impor 
would range from approximately 9.5 to 6.5 per cent. 


Table 206. Latin America: Import quantum indexes 


(1960 = 100) 
Country 1955 1960 1961 1962 1963 1964 

Argentina 74.3 100.0 119.1 108.4 80.8 87.9 
Bolivia 95.2 100.0 109.0 130.2 136.8 153.6 
Brazil 73.9 100.0 98.0 97.9 98.1 80.7 
Chile 68.6 100.0 121.0 100.6 101.5 112.1 
Colombia 118.9 100.0 104.8 106.4 98.2 114.8 
Equador 90.8 100.0 106.3 108.7 110.3 138.4 
Mexico 81.8 100.0 98.9 97.3 111.2 132.4 
Paraguay 81.3 100.0 109.1 90.0 91.6 94.1 
Peru 91.3 100.0 125.5 142.2 154.0 159.8 
Uruguay 98.0 100.0 96.3 106.2 1! 86.6 
Venezuela 99.4 100.0 98.0 97.7 85.8 94.7 
Dominican Republic 121.9 100.0 83.2 149.5 184.3 210.5 
Haiti 130.8 100.0 99.7 107.9 84.6 89.8 
Panama 70.9 100.0 119.9 137.1 157.9 157.4 
Costa Rica 77.0 100.0 93.3 98.6 108.2 123.5 
El! Salvador . 74.4 100.0 87.9 101.1 121.6 1523 
Guatemala 85.8 100.0 95.7 97.5 119.3 1332 
Honduras 82.9 100.0 101.4 111.9 132.4 140.5 
Nicaragua : 3 123.9 100.0 110.6 148.4 179.2 PAWS) 
Latin America, excluding 

Cuba : 85.6 100.0 105.0 104.7 102.1 109.6 
Latin America, excluding 

Cuba and Venezuela 83.0 100.0 106.3 106.0 105.3 UI25: 


Source: ECLA, on the basis of official statistics. 


expanded 2 per cent less than is indicated by the current 
value data. 


The first of these groups would comprise countries in 
which the current value of imports in 1964 exceeded that 
of external purchases in 1963 by proportions varying 
from nearly one-third to one-fifth. It would include, in 
descending order as regards rates of increase, Nicaragua, 
Ecuador, El Salvador, Guatemala, Mexico, and the 
Dominican Republic. 


The second group would be composed of countries 
in which the increment in the value of imports exceeded 
the average for the region, but without attaining the rate 
registered in the countries belonging to the first group. 
Here the increases occurring in 1964 would range (still 
in descending order) from about one-fourth to one-eighth 
of the value of imports in 1963. This group would be 
formed by Cuba, Venezuela, Colombia, Chile, Costa Rica 
and Uruguay. In the case of Chile, customs statistics 
indicate a decline in the value of imports, but this is 
because the data for 1963 are artificially inflated by the 
inclusion of imports effected in previous years but not 


Panama, Paraguay and Peru would be classified in 
fourth group. For all these countries, modest increas 
were registered in the value of their purchases and tl 
volumes imported. 

Last of all would come Brazil, where there was a shai 
reduction in real import volume, all the more seriot 
because it was the fourth consecutive year in whic 
owing to a combination of circumstances of differe 
kinds, real imports pursued a downward trend. 


2. LATIN AMERICA’S IMPORTS, BY MARKETS OF ORIG! 


The analysis of trade flows reveals different chara 
teristics in imports and exports. For instance, while tl 
country that benefited most by the expansion of Lat 
America’s external demand was the United States, who 
exports to all the countries of the region except Bra; 
increased (in terms of current values) by about 17 per ce 
in 1964, Latin America’s imports from Europe grew | 
only 5 per cent during the same period. 


24 See Banco de Chile, Boletin Mensual, Santiago, Chile, Decet 
ber 1964. 
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Cuba’s bigger purchases exerted a decisive influence on 
the evolution of Western Europe’s sales to Latin Ameri- 
ca. Were Cuba to be excluded, there would be a very 
slight drop in the current value of EFTA’s exports to the 
region, whereas with the inclusion of Cuba there would 
be an increase of 3.7 per cent more over 1963. With 
respect to EEC, too, the exclusion or inclusion of Cuba 
makes a great difference; if it is excluded, exports to 
Latin America increase by only 4.3 per cent, and if it is 
mcluded, by almost 7 per cent. Similarly, if Cuba’s 
purchases were disregarded, substantial reductions are 
registered in the sales to Latin America effected by Spain, 
which increased very rapidly in 1964 by over 54 per cent. 
As in the case of Western Europe, Cuba accounted for 
much of the growth in Japanese and Canadian sales to 
Latin America. 

Hence it can be inferred that the rising trend of North 
America’s share in the Latin American market and the 
jecline of Europe’s (see table 207) would be much more 
narked if Cuba were not taken into account. Whereas 
n Latin America’s export flows the reorientation of 
Suban trade seems virtually to have produced its full 
ffect as from 1962, the same is not true of import flows, 
where Cuba’s search for sources of supply to replace the 
Jnited States market is still a factor of considerable 
mportance in the changes that are coming about. 

The year 1964 was a period of stagnation for Latin 
America’s imports from Eastern Europe, whose relative 
hare of the region’s purchases consequently decreased. 
Jther areas play a somewhat marginal role as suppliers 
yf Latin America, and the fluctuations in imports from 


Table 207. Share of selected regions in total world exports (f.0.b.) 
to Latin America 


(Percentages) 

Region 1960 1961 1962 1963 1964 
North America a 40:5: 43.9 41.6 42.4 43.8 
United States . 44.0 41.1 39.0 39.3 40.4 
Canada : Sage) 2.8 2.6 3.1 3.4 
Western Europe 3) EE 33.8 32.6 30.4 28.6 
BEC. : 5 WALI 21.1 20.2 18.8 17.8 
EFTA f 5 walies 11.1 10.6 10.0 9.2 
Japan . ‘ on 13.5) 3.9 3.9 4.0 4.4 
Latin America oe 8t7 7A 8.1 9.4 10.8 

Centrally planned 
economies . ao BAS) 153 8.5 8.9 7.8 


Source: See table 202. 


these sources may often be ascribed to fortuitous causes. 
But if inter-Latin American trade is excluded, it will be 
seen that just as in other periods characterized by an 
expansion of Latin America’s imports, the growth of 
purchases from the industrialized regions was a good deal 
more vigorous than that of imports from developing 
countries. The natural explanation lies not only in the 
lower income-elasticity of demand for the typical exports 
of the developing areas, but also in the fact that these 
latter compete with Latin America’s domestic and export- 
able production. 


E. LATIN AMERICA’S REGIONAL TRADE BALANCES 


Table 208 shows the recent changes in Latin America’s 
rade balances with its leading customers and suppliers. 
As can be seen, the upward trend of the trade surplus 
f.o.b.) sharpened appreciably in 1961-63 and declined 
n 1964. The tendency in that year towards a triangula- 
ion of trade between Western Europe, the United States 
ind Latin America was caused by the more rapid 
levelopment of Latin America’s sales in the market of 
Western Europe, as compared with its exports to the 
Inited States, while Latin America’s purchases from the 
ormer rose less sharply than its imports from the latter. 
This movement would be intensified by the exclusion of 
Suba, whose trade with the United States, before it was 
uspended, showed a substantial deficit, whereas the 
yalance of Cuba’s trade with Western Europe was often 
avourable or close to the break-even point. 

Latin America’s increasing deficits with Eastern Europe 
ire basically due to the changes that have taken place in 
ts trade relations with the area in question. 

Special mention must be made of Latin America’s 
tade balances with Japan; the rapid increase in the 
egion’s surplus has not been due to a combination of 
ess imports from and more exports to Japan, but mainly 
0 an expansion of its exports. Its imports from Japan 
ncreased substantially in 1961-63, so that in view of the 
eduction of Latin America’s total imports (f.0.b.) in 
hat period, Japan was able to improve its footing in the 
Latin American market. 


Table 208. Latin America: Regional trade balances 
(Millions of dollars at current prices) 


Exports Imports 

Country or region Year (f.o.b.) (f.0.b.) Balance 
World total . . 1961 8,670 8,130 540 
1962 9,150 8,100 1,050 

1963 9,730 7,990 1,740 

1964 10,420 9,060 1,360 

United States . al 961 3,270 3,340 —70 
1962 3,290 3,160 130 

1963 3,360 3,140 220 

1964 3,400 3,660 —260 

Western Europe . 1961 2,760 2,750 10 
1962 3,010 2,640 370 

1963 3,320 2,430 890 

1964 3,550 2,590 960 

Eastern Europe . 1961 505 510 —5 
1962 495 585 —90 

1963 465 650 —185 

1964 445 620 —175 

Japan . . . 1961 340 320 20 
1962 335 315 20 

1963 415 320 95 

1964 520 400 120 


Source: See table 202. 
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je ESE SS 
F. RECENT DEVELOPMENTS IN INTER-LATIN AMERICAN TRADE 


1. INTRODUCTION 


In the past, unusual circumstances occasionally led to 
a substantial increase in intra-regional trade. This hap- 
pened, for instance, during the Second World War, when 
access to the usual sources of supply was interrupted. 

With the gradual return to normal conditions of broad 
international competition, inter-Latin American trade 
tended to lose importance in relative terms, dropping 
from 10 per cent of Latin America’s total trade in 1955 
to 9 per cent and 8 per cent in 1960 and 1961, respec- 
tively.?° 


and 1961—registering in 1963 the highest aggregate figur 
ever attained. To judge from the incomplete data avail 
able for 1964, the favourable trends followed by inte1 
Latin American trade have apparently persisted. In fact 
the current value of intra-regional exports rose from 34! 
to 420 million dollars between the first half of 1963 an 
the first half of 1964.76 


In essence, the recent expansion of inter-Latin Ameri 
can trade for the region as a whole reflects the strikin 
increase achieved in trade within each of the two group 
of countries—members of ALALC and of the Centra 


Table 209. Latin America: Current values of intra-regional trade 
(Exports f.o.b.; imports c.i.f.) 


1950 1953 1955 1959 1960 1961 1962 1963 
Per- Per- Per- Per- Per- Per- Per- Per- 
Mil-  cent-  Mil-  cent-  -Mil- _—cent-_—Mil- _—cent-_ -Mil-__—cent-_ Mil- _—cent- —- Mil- _—cent-_ —- Mil- __cent- 
Country or area lions ageof lions ageof lions ageof lions ageof lions ageof lions ageof lions ageof lions age of 
of total of total of total of total of total of total of total of tot. 
dol-_intra- dol-_—_intra- ~~ dol-__—intra-_— dol-__intra-_ dol-__—intra-_ dol-__intra-_ dol- __intra-_  dol- __intra- 
lars regional lars regional lars regional lars regional lars regional lars regional lars regional lars  region¢ 
trade trade trade trade trade trade trade trade 
Latin American Free-Trade 
Association (ALALC) 910 84 1,269 81 1,331 82 1,102 67 1,135 72 1,001 74 1,139 74 1,266 73 
Central America (excluding 
Panama) . 35 3 50 3 56 3 90 6 96 6 102 i oD 7 T9Oeere 
Venezuela 2 64 6. 166 ili Wee) 10 306 18 254 16 «185 14 204 14 196° “He 
Other Latin American 
countries® 72 7 80 5 73 5 152) 9 90 6 69 5 72 5 81 5 
ToraL 1,081 15565 1,619 1,650 ib Sy hs) 1,364 1,527 1,733 


Source: ECLA, on the basis of official statistics. 


The establishment of ALALC and the recent creation 
of the Central American Common Market have un- 
doubtedly given rise to changes in the volume and nature 
of intra-area trade. It would be useful to examine the 
extent and significance of these changes and how far they 
were influenced by these regional agreements. This will 
be done in the present section, which covers four main 
facets: (1) the recent over-all changes in the global turn- 
over of inter-Latin American exports and imports, 
in their share of total trade and in their geographical 
. distribution; (2) the respective movements of national 
trade flows to and from the rest of the area; (3) the prob- 
lem of trade deficits or surpluses in individual countries; 
(4) the changes in the structure of reciprocal trade. Lastly, 
some general conclusions are drawn in relation to these 
four main questions. 


2. CHANGES IN THE IMPORTANCE AND GEOGRAPHICAL 
DISTRIBUTION OF OVER-ALL INTER-LATIN AMERICAN TRADE 


Both in 1962, when the ALALC treaty entered into 
force, and in 1963, the total value of intra-regional trade 
(the sum of exports and imports) increased at an annual 
rate of between 12 and 13 per cent (see table 209)—in 
contrast with the downward movement noted in 1960 


25 A factor which aggravated this trend was the drastic shift in 
the direction of Cuba’s trade. 


® Bolivia, Cuba, Dominican Republic, Haiti and Panama. 


American Common Market respectively—which is gov 
erned by preferential arrangements. As regards ALALC 
in the first two years of the Treaty’s application (1962-63 
there was only a partial recovery towards the absolut 
levels and the relative share in total inter-Latin Americat 
trade recorded in the fifties (see again table 209). Bi 
contrast, Central America’s intra-area trade has beet 
increasing steadily for some time, and the rate wa: 
stepped up considerably in 1963. This trend was eve1 
further intensified in 1964, the estimated value of inter 
Central American exports being 95 million dollars, a: 
against 69.4 million during 1963. The ratio of inter 
Central American exports to total Central Americar 
exports apparently rose from 11.9 per cent in 1963 t 
14.7 per cent in 1964. Although this proportion implie: 
far lower absolute figures than those reached by ALALC 
it is nevertheless a noteworthy development. 


On the other hand, Venezuela’s trade with the othe 
Latin American countries, which is not subject to any 
regional tariff arrangements, remained static, althougl 
it did not return to the low levels of the early fifties. The 
average annual value of Venezuela’s trade with the res 
of Latin America in 1962-63 was lower than that regis. 
tered in 1960-61, and the same might be said of trade 
among the rest of the Latin American countries as ¢ 


bee United Nations, Monthly Bulletin of Statistics, Decembet 
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vhole. However, among the latter, there was a marked 
ontrast between the situation in Cuba and in Panama 
vhich is not shown in the over-all figures presented in 
able 209: while Cuba’s trade with the rest of Latin 
America contracted sharply from 1960 onwards, 
”anama’s increased substantially in 1962 and 1963. 
Although over-all inter-Latin American trade reached 
inprecedented absolute levels in 1963, in relative terms 
t failed to regain the position it held at the beginning of 
he fifties. In fact, although intra-regional trade has re- 
resented a growing proportion of total Latin American 
rade in recent years, this share has not exceeded 10 per 
ent (see figure XXIII). In this respect, too, there are 
narked disparities between the ALALC countries and 


‘igure XXIII. Latin America and selected groups of Latin American 
countries: Percentage ratio of intra-area trade to total trade* 


NATURAL SCALE 


.ATIN 
\MERICAN 
REE - TRADE 
ISSOCIATION ~ 


-ENTRAL 
\MERICA 
excluding 
‘anama) 


/ENEZUELA 


THER LATIN 
IMERICAN 
OUNTRIES D/ 


OTAL FOR 
ATIN 
\ME RICA 


1950 1953 1955 1959 1960 I96I 1962 1963 


Source: ECLA, on the basis of official statistics. 


8 Tn both cases, total current value of exports f.o.b. plus imports c.i.f. 
b Bolivia, Cuba, Dominican Republic, Haiti and Panama. 


hose of the Central American common market. In 
ALALC, so far, intra-regional trade has merely been 
sradually recovering its former importance. In Central 
America, it not only expanded dynamically in comparison 
vith other trade flows, thanks to the combined effects of 
he Multilateral Treaty on Free Trade and Central 
American Economic Integration and the geographical 
roximity of its several signatory States, but it came to 
weigh heavily in the over-all economic picture, represent- 
ng more than 13 per cent of that area’s total volume of 
rade in 1963. This proportion was barely over 5 per cent 
n Venezuela and still lower for the remaining group of 
Latin American countries. In the last two cases, more- 
ver, and with the single exception of Panama, inter- 
Latin American trade showed no sign of losing its 
narginal character with respect to over-all trade. 


A traditional feature of inter-Latin American trade has 
always been its highly unequal distribution among the 
countries of the region, which is due not only to the 
difference in the size of their economies, but also to 
geographical and past factors, available means of trans- 
port and the greater or lesser extent to which the national 
economies complement each other, and so forth. 


Trade among the Central American countries—both 
exports and imports—is concentrated in the northern 
part of the region, principally in El Salvador (see table 
210). Costa Rica’s small share is incompatible with the 
relative size of its production and trade, a fact which 
might be attributable to its isolated geographical location 
with respect to the rest of the Central American coun- 
tries, and to the not insignificant export trade it carries 
on with its southern neighbour, Panama. In addition, 
Costa Rica acceded to the General Treaty on Central 
American Economic Integration later than the other 
signatory States. Even so, it is a noteworthy fact that 
Costa Rica’s very minor contribution to intra-area trade 
had still not increased by 1963, and neither had Nicar- 
agua’s. According to the data available for 1964 on 
exports only, Costa Rica’s share has increased slightly 
of late (see footnote °°). 


Likewise in ALALC, which includes nine countries, 
the combined contribution of three of them—Argentina, 
Brazil and Chile—represents over two-thirds of the intra- 
ALALC export and import trade (see table 211). Apart 
from the economic importance of these three nations 
compared, for example, with Ecuador and Paraguay, the 
geographical concentration of Area trade among the 
countries concerned may be partly explained by the fact 
that their individual outputs are complementary. Argen- 
tina’s main exports are temperate-zone agricultural com- 
modities, Brazil’s are tropical agricultural commodities, 
and Chile’s mining products. On the other hand, a 
relatively small volume of Mexico’s external trade is 
channelled to other Latin American countries, owing, 
above all, to the strong attraction exercised by its 
immediate neighbour, the United States. 


Be that as it may, the years 1962 and 1963, coinciding 
as they did with the implementation of the ALALC 
treaty, marked a slight trend towards a less unequal 
geographical distribution of intra-ALALC trade, with 
the relative share of Brazil’s exports diminishing appreci- 
ably, that of Mexico and Peru increasing slightly (see 
again table 211). As regards imports, moreover, Colom- 
bia and Peru improved their share slightly, at the expense 
of Uruguay and Argentina. There were no other im- 
portant changes for the period 1960-63, but occasionally 
sharp annual fluctuations did take place, suggesting the 
persistence of a certain degree of instability in the condi- 
tions governing reciprocal trade. 


Inter-Latin American trade, far from being truly re- 
gional, has always been the sum of separate trade rela- 
tions, mainly between adjacent countries. Thus, within 
ALALC, bordering States still have the major share of 
exports and imports in most instances. Mexico is an 
exceptional case, inasmuch as it has no common frontier 
with any other ALALC country. It was not until very 
recently that some changes took place in other countries 
which somewhat reduced the pre-eminently border nature 
of intra-ALALC trade. 


On the export side, around 50 per cent of the Latin 
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American market of Argentina, Brazil, Colombia, 
Ecuador, Peru and Uruguay is constituted by a single 
bordering State (see table 212). In a landlocked country 
such as Paraguay, the proportion is over 80 per cent. 
Although the Latin American market for Mexico’s 
exports is fairly diversified, Brazil tends to be the main 
outlet. However, the combined share of exports from 
Argentina, Chile and Uruguay to adjacent countries 
declined considerably in 1962 and 1963 compared with 


purchases from the largest adjacent market, the propor 
tion for Colombia and Peru was not even 25 per cent (se 
table 213). Moreover, in 1960-63 the part played b 
adjacent countries as suppliers of imported goods tende 
to decline notably in the case of Brazil, Colombia an 
Peru. The same applied to Chile and Uruguay in 196: 
Another notable fact is that Mexico’s importance as 

supplier to the rest of the region, although still limitec 
has followed a steadily upward trend in several Sout 


Table 210. Central American countries (excluding Panama): Share in total intra-area exports and 


imports 
(Percentages) 
1960 1961 1962 1963 
Country 
Exports Imports Exports Imports Exports Imports Exports Imports 
Costa Rica . ‘ : 8 14 6 7 3 q 6 6 
El Salvador 40 39 43 40 47 38 44 35 
Guatemala 16 27 21 32 9 28 25 30 
Honduras 5 5 RS 13 25 17 32 18 18 19 
Nicaragua. & : 8 a 5 4 9 9 i 10 


Source: ECLA, on the basis of official statistics. 


Table 211. Countries members of the Latin American Free-Trade Association (ALALC): Share in 
total intra-ALALC exports and imports 


(Percentages) 
1960 1961 1962 1963 
Country 
Exports Imports Exports Imports Exports Imports Exports Imports 
Argentina 48 28 34 35 40 24 44 19 
Brazil 25 29 32 13 2h 31 17 31 
Chile 9 22 11 25 11 19 11 23 
Colombia 1 2 2 3 2 3 1 4 
Ecuador 1 1 2 1 2 1 2 1 
Mexico 24 1 3 1 5 2 6 Z 
Paraguay 3 #2 3 3 3 1 3 2 
Peru 10 7 11 9 14 11 12 12 
Uruguay 1 8 2 10 B 8 4 6 


Source: ECLA, on the basis of official statistics. 


the two preceding years. It is true that Peru moved in 
the opposite direction since Brazil’s relative share of 
Peruvian exports increased considerably. But although 
Brazil and Peru have a common frontier, they are econo- 
mically very much separated and communication is 
lacking between the areas where their respective economic 
activities are centred. It is further noted that the recent 
changes in the distribution of export flows has several 
times meant a drop in Argentina’s share as a purchasing 
country and an increase in Brazil’s. This fact is related 
principally, as will be seen later, to movements in the total 
value of the two countries’ respective imports rather than 
to the changing structure of preferential customs tariffs. 


On the import side, the predominant share of bordering 
countries in intra-ALALC trade is slightly smaller than 
in the case of exports. Whereas in 1963 Argentina, Brazil 
and Paraguay made over half their intra-regional 


American countries, such as, Argentina, Chile, Ecuado 
Uruguay, and, in particular, Brazil. 


3. EVOLUTION OF EXPORTS AND IMPORTS AMONG LATI 
AMERICAN COUNTRIES AS A WHOLE, BY REGIONA 
GROUPINGS AND BY INDIVIDUAL COUNTRIES 


The advances made in intra-regional trade in 1962 an 
1963 do not reflect a co-ordinated growth of both expor 
and imports in each individual Latin American countr 
Whereas in Argentina, Mexico and Uruguay progre 
was based essentially on an expansion of sales abroa 
the dynamic element of trade in Brazil, Ecuador, Nic: 
ragua and Panama was formed almost exclusively t 
imports (see table 214).2?7 Only Chile, Colombi 


27 For a definition of the concept of imports used in the text, s 
footnote to table 214. 
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Tabie 212. Countries members of ALALC: Break-down of intra-ALALC exports, by markets of 
destination 


(Percentages of total) 


Exporter country 


Market of destination 


Argentina 
Adjacent countries 4 ‘ . total 
Brazil 
Non-adjacent countries F peberu 
Colombia 
Brazil 
Adjacent countries 5 . . total 
Argentina 
Non-adjacent countries Chile 
Mexico 
Chile 
Adjacent countries F ‘ . total 
Argentina 
Peru 
Non-adjacent countries Brazil 
Colombia 
Adjacent countries : A . total 
Ecuador 
Non-adjacent countries Argentina 
Chile 
Ecuador 
Adjacent countries ‘ : . total 
Colombia 
Non-adjacent countries Chile 
Argentina 
Mexico 
Non-adjacent countries Argentina 
Brazil 
Colombia 
Chile 
Paraguay 
Adjacent countries 5 3 . total 
Argentina 
Non-adjacent countries. Chile 
Peru 
Adjacent countries : . . total 
Chile 
Brazil 
Non-adjacent countries. Argentina 
Uruguay 
Adjacent countries ‘ 3 . total 
Argentina 
Brazil 
Non-adjacent countries. Colombia 
Chile 


1960 1961 1962 1963 
89.8 84.3 195) 74.6 
51.0 26.8 48.4 44.8 
DS) 14.2 18.1 19.4 
0.2 0.3 1.6 4.4 
86.4 90.6 87.3 84.3 
65.3 70.9 64.0 60.9 
13.4 oF 12.3 13.7 
0.2 0.2 0.4 1.8 
70.3 74.2 43.6 36.8 
59.2 66.0 Sieh 29.3 
11.1 8.2 2 hs) 
19.2 18.0 47.0 54.7 
75.5 87 72.5 76.0 
7.6 19.9 20.3 44.3 
2.9 DAS) on 10.4 
19.8 4.9 13.4 5.3 
56.0 65.1 SUES) 63.6 
51.8 60.2 Sit 53.9 
42.9 SBE 37.2) 30.6 
0.5 0.7 3.3 5.3 
11.0 14.4 13.5 9.4 
21.1 22:9 45.6 39.0 
21.6 22.4 9.9 15.1 
23.5 18.9 14.0 19.4 
100.0 100.0 99.8 98.4 
86.0 88.2 88.3 80.7 
— == 0.2 155; 
67.3 66.7 76.4 77.4 
49.3 45.5 48.5 50.5 
6.3 12 22.7 20.2 
28.3 25.8 16.9 12.8 
82.0 WS 60.7 73:3 
69.0 31.4 20.3 6.1 
8.9 31.6 37.6 64.7 
4.0 S) 72 24.7 11.0 
TES) 13.3 11.5 9.8 


Source: Secretariat of the Standing Executive Committee of the Latin American Free-Trade Associa- 


tion (ALALC), CEP/Repartido 372/64.Add.1. 


Honduras and Peru registered fairly parallel increments 
in intra-regional sales and purchases during the period 
1962-63. The same applied to El Salvador and Guate- 
mala, but only in 1963. Conversely, inter-Latin American 
exports and imports remained practically at a standstill 
in Venezuela, Costa Rica and Paraguay. Intra-regional 
sales even followed a downward movement in Cuba, and 
also in Bolivia, another country which is not a party to 
any regional preferential arrangement. 

However, the incomplete data available for 1964 show 
that, during the first half of the year, the movements of 
exports and imports followed a more even pattern than 
in the past, with increases being registered by such 


countries as Argentina, Brazil and Mexico, which hold 
great economic sway in the region. This improvement in 
the structure of the changes occurring in intra-regional 
trade relations seems to be such that it cannot be attri- 
buted solely to seasonal factors. 

In spite of the notable increase in intra-regional 
exports or imports in nearly all the ALALC countries 
in recent years, only Peru’s and Chile’s imports, Mexico’s 
exports and, on a lesser scale, Colombia’s sales and 
purchases have surpassed the peak figures attained in the 
fifties. In all other cases, the actual figures for 1963—and 
in all probability for 1964 as well—were still far below 
those maximum figures, particularly in Argentina and 
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ee a SS eee 
Table 213. Countries members of ALALC: Break-down of intra-ALALC imports, by markets of 
origin 
(Percentages of total) 


Importer country Market of origin 1960 1961 1962 1963 
Argentina 
Adjacent countries : . . total 88.1 90.9 86.9 85.5 
Brazil 59.5 61.6 60.7 57.1 
Non-adjacent countries. 5 5  deteyat 11.1 8.2 10.3 9.0 
Mexico 0.7 OH 1.6 3.6 
Brazil 
Adjacent countries ; : . total 90.8 79.5 79.8 70.0 
Argentina 87.6 66.0 66.6 apes 
Non-adjacent countries. ; . Chile 79 16.9 12.2 19.1 
Mexico 1:3 3.6 8.0 10.9 
Chile 
Adjacent countries : ; . total 75.4 83.7 83.0 66.0 
Argentina 48.3 58.3 SEE 43.9 
Non-adjacent countries. Brazil 16.5 10.4 8.8 15.6 
Mexico PHI 22 Sie) 9.2 
Colombia 
Adjacent countries ; : peetotal Syieil 78.7 47.1 32.6 
Ecuador 37.4 61.5 38.8 20.8 
Non-adjacent countries. Argentina 4.0 3.6 19.0 40.4 
Chile 21.9 2.9 1.6 4.5 
Ecuador 
Adjacent countries : 3 . total 49.0 67.3 59.4 
Colombia 12.8 16.1 50.0 
Non-adjacent countries. : pee hile 28.2 14.6 16.6 
Mexico 10.3 10.8 T5e7 
Mexico 
Non-adjacent countries. Argentina 34.4 30.8 PIB S) 275) 
Chile 20.7 10.9 9.8 13.6 
Peru 25.6 29.1 33.5 34.4 
Uruguay 94 18.3 24.3 W257) 
Paraguay 
Adjacent countries 4 ¢ . total 09:2 99.7 99.7 99.7 
Argentina 94.3 93.6 91.7 90.1 
Peru 
Adjacent countries . ‘ . total 3202 30.5 29.2 15.9 
Colombia 1257) 13.4 10.4 3.6 
Non-adjacent countries. Argentina 64.3 66.1 66.5 79.1 
Uruguay 
Adjacent countries : . . total 92.1 90.2 90.9 81.6 
Brazil Saul 50.9 60.4 43.8 
Non-adjacent countries. ‘ nee berul 2.0 3.9 3.4 9.3 
; Mexico 0.7 0.5 al 4.2 


_ Source: Secretariat of the Standing Executive Committee of the Latin American Free-Trade Associa- 
tion (ALALC), CEP/Repartido 387/64. 


Brazil. Most of the members of ALALC attained those 
peak figures in the early fifties (see again table 214), 
i.e., they can be linked to economic, financial and mone- 
tary conditions differing widely from those obtaining at 
present. By contrast, the upsurge of trade in the Central 
American countries is a more recent phenomenon, and 
is developing along increasingly vigorous lines in close 
association with existing factors. All the peak intra- 
regional export and import figures for the Central 
American countries in the fifties were reached at the end 
of the decade, and since then have been fairly regularly 
surpassed year after year, with a greater or lesser margin 
except in the case of exports from Costa Rica and 
Nicaragua. 

The foregoing analysis relates to aggregate intra- 
regional exports and imports, by country. For a more 


accurate evaluation of the impact of regional preferentiz 
arrangements, exclusive consideration will be given belo} 
to reciprocal trade flows in ALALC and the Centra 
American Common Market. Figures XXIV to XXVI 
present a comparison between intra-ALALC and tote 
exports and imports”® in 1959-63, by country, as well a 
the changes in the percentage relationships between th 
former and the latter. 


In the first place, it is noted that there were wide 
annual fluctuations in intra-regional exports than in tote 
exports from the ALALC countries, which serves to cor 
firm the foreoing comments on the relative instabilit 
of intra-regional trade (see again figure XXIV). Howevei 


28 Intra-ALALC imports are calculated as the sum of the expor 
of all the ALALC countries to each individual member. 


{ 
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for the whole of the five-year period considered, the 
end followed by intra-ALALC sales was more favour- 
able than that of total exports in Chile, Colombia, 
Mexico and Uruguay. Moreover, while in 1960 and 1961 
he share of intra-ALALC exports had tended to decline 
or had remained at a standstill in Argentina, Chile, 
Mexico, Peru and Uruguay, in 1962 and 1963 they 
*xpanded more vigorously than exports to the rest of the 
world, thereby increasing their importance in the total 
volume of trade. 

By contrast, the first two years since the entry into 
‘orce of the Montevideo Treaty (1962 and 1963) coin- 
sided with a weakening in the relative position of intra- 
ALALC sales in Brazil, Colombia, Ecuador and Para- 
suay. In Brazil, particularly, despite the preferential 
irrangements in force, these sales showed an even more 
infavourable behaviour pattern than total exports. It 
hhould be stressed, too, that intra-regional exports are 
till playing a marginal role in Mexico and Colombia, 
where the levels attained are somewhat on the low side, 
vhile they are already having a marked effect on the 
volution of total exports from other countries, such as 
Argentina and, especially Paraguay. 


Likewise, intra-ALALC imports play a far greater role 
in Chile, Paraguay and Uruguay than in Colombia and 
Mexico (see again figure XXV). It is very noticeable, 
however, that from 1962 onwards, or at latest in 1963, the 
relative importance of intra-ALALC imports increased 
considerably in all the ALALC countries, with the single 
exception of Argentina. Thus the trend towards a weak- 
ening of intra-ALALC imports, in both absolute and 
relative terms, evidenced in 1960 and 1961 was obviously 
suddenly reversed. Conversely, the rising trend of 
Argentina’s imports from other ALALC countries was 
arrested at the end of 1961, and two successive contrac- 
tions took place in 1962 and 1963. This result, quite 
the opposite of what might have been expected from the 
application of the Montevideo Treaty, is all the more 
remarkable in that Argentina’s imports from the rest 
of the world continued to climb during those years, 
although more slowly than in 1960 and 1961. 

Central America’s intra-area exports have shown at 
once a greater measure of instability over the short term 
—save in Costa Rica—and a great deal more dynamism 
over the period 1959-63 as a whole than its exports to 
the rest of the world (see again figure XX VI). The sharp 


Table 214. Latin America: Current values of intra-regional exports and imports by countries® 
(Millions of dollars) 


Maximum for 


1950-59 
Country 1959 
Year Value 

\rgentina 

Exports. < Z . mee O53 261 149 

Imports . z ; y 5 Ke y/ 245 176 
srazil 

Exports. : : 5 5 Ieey iby TH 

Imports. , . : peel953 255 190 
Shile 

Exports. A : : pee 1953 73 46 

Imports . : i ; . 1954 90 79 
Solombia 

Exports. Fi x F . 1956 10 7 

Imports . A , é mEl9S5S 21 14 
scuador 

Exports. > 2 . eo 50 15 10 

Imports . a A : S95 8 8 
-araguay 

Exports 4 : ‘ . 1954 18 if 

Imports. ‘ 5 : 3 AIS) 12 9 
eru 

Exports. i ; i 5. IBY 74 52 

Imports . 5 : ; eee 1957) 33 16 
Jruguay 

Exports . Z . ; . 1954 40 3 

Imports a § ee 954, 66 46 
Mexico 

Exports A is F ‘ 1951 34 25 

Imports . C F é pe 1958 9 4 

ALALC 

Total exports . , 3 , SH 
Total imports : ‘ F 541 

“osta Rica 

Exports . ‘ : ; . 1958 6 4 

Imports . 2 : 5 1959 7 il 
41 Salvador 

Exports - : : . 1959 11 11 

Imports . A ; a 1959 15 15 


January- January-— 
1960 1961 1962 1963 June June 
1963 1964 
171 113 157 200 91 107 
167 167 126 99 58 76 
89 98 79 84 35 52 
184 125 208 220 119 128 
38 45 52 54 
85 89 87 96 
9 9 11 12 6 9 
if 11 13 23 15 23 
9 8 6 8 3 5 
7 6 8 9 
9 10 itil 10 6 6 
13 10 8 13 4 4 
44 38 54 54 
26 lh 41 51 
4 6 9 16 3b 2b 
58 37 39 44 10> 6> 
24 30 38 53 De 24° 
3 3 4 ©) 13% hye 
397 358 416 491 
550 476 533 564 
6 6 4 5 24 5d 
6 6 7. 9 ci m) 
13 15 19 31 13 17 
16 17 17 34 18 24 


[continued overleaf 
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Table 214. Continued 


Maximum for 


BA PCOS (AS FY) 1960 1961 1962 1963 el | 
ie 

ae Year Value ‘ D § 963 1 964 
Guatemala 

Exports. é : ; a GIRL) 5 b) 6 8 3 17 

Imports. : : Z ga USS) 10 10 13 16 16 28 
Honduras 

Exports 2 f t L959 13 13 13 12 15 14 

Imports. : ; : =) 1959 6 6 5 6 9 15 
Nicaragua 

Exports . 4 ° . -§ 1959 7 7 4 a 5 5 

Imports ; 5 : 1959 6 4 5 3 6 12 

Central America 

Total exports ‘5 ; < 40 41 44 46 72 
Total imports ‘ : F 41 44 47 56 98 

Venezuela 

Exports. 3 : ; 5 ae ee) 268 268 232 167 185 167 

Imports 1959 32 32 18 15 16 24 
Bolivia 

Exports . : . F a 2958 8 7 8 3 3 

Imports. ‘ : : =, 951 25 11 8 11 12 8 
Cuba 

Exports . j ; : = ABH 34 21 6 11 5 6 

Imports z : a 1955 76 65 32 9 12 6 
Dominican Republic 

Exports. ; : : 959) 3 3 1 2 — 4 

Imports . : : - oe gt O5i7 4 1 | SS 2 4 
Haiti 

Exports. . : , 5 ihe 1 

Imports . ‘ ; : , 1952 1 
Panama 

Exports . ‘ : : ; 1953 1 1 —- — 4 2 

Imports. a : ; Ee el9s9 14 14 22 20 27 39 

Source: ECLA, on the basis of official statistics. commissions. 


® The import data presented in this table are calculated as the sum of 
the exports of all the Latin American countries to each country of the 
region, plus an estimated percentage for freight costs, insurance and 


fluctuations in the value of intra-area sales between one 
year and another may be associated in part with the 
adjustments that preceded and followed the application 
of the Multilateral Treaty on Free Trade and Central 
American Economic Integration in 1961, in place of the 
bilateral preferential arrangements in force up to that 
time. On the other hand, the favourable medium-term 
trend of exports from El Salvador, Guatemala and 
Honduras is sufficiently specific and marked within the 
framework of over-all trade to be attributed to liberaliza- 
tion measures and preferential tariffs. This trend was 
considerably intensified in 1963 and, from the magnitude 
of the increase registered that same year by intra-regional 
exports from Costa Rica and Nicaragua, the effects of 
such measures apparently began to be felt in these coun- 
tries as well.” Thus, the share of intra-area exports is no 
longer insignificant in Costa Rica and Guatemala and 
can now be regarded as of considerable importance in 


29 According to estimates of intra-regional exports from Costa 
Rica and Honduras, this trend continued in 1964. Costa Rica’s 
intra-regional exports rose from 3.9 million dollars in 1963 to 
10.5 million in 1964, thus nearly trebling; while Honduras’ exports 
increased from 12.5 to 15 million dollars, or by 20 per cent. 


January—March. 
A January—August. 
d January—May. 


El Salvador and Honduras. The same might be said ©} 
the increasing ratio of intra-area to over-all imports (see 
again figure XXVII). Obviously, the rapid increase ir 
intra-area exports of late must also be reflected in the 
volume of imports. But it should be stressed that the 
more dynamic growth of intra-area imports with respec 
to total imports was not a phenomenon affecting one o1 
two countries alone, but occurred simultaneouly in E 
Salvador, Guatemala, Honduras and Nicaragua. Evet 
Costa Rica registered a mild recovery in the relative 
importance of its intra-area imports, following its acces 
sion to the General Treaty in 1962. 


4, RECIPROCAL TRADE BALANCES IN LATIN AMERICA 


Although at the regional level inter-Latin Americat 
exports and imports clearly tend to strike a balance, th 
different countries and groupings in the region usual 
show substantial intra-regional deficits or surpluses 
Thus, ALALC and the Central American Commor 
Market record a negative balance in their trade relation: 
with the rest of Latin America. The same applies in the 
group of countries comprising Bolivia, Cuba, the 
Dominican Republic, Haiti and Panama. Venezuela’ 
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Figure XXIV. Latin American Free-Trade Area countries: Indexes and ratio of intra 
CUndex: 1960 = 100) 
NATURAL SCALE 
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Source: ECLA, on the basis of official statistics. 
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Figure XXV. Latin American Free-Trade Area countries: Indexes of intra-area (f.o.b.) and total (c.i.f.) imports, 1959-63 
(Index: 1960 = 100) 
NATURAL SCALE 
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Source: ECLA, on the basis of official statistics, 
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ure XXVI. Central American Common Market countries: 


Indexes of intra-area and total exports, 1959-63 
CUndex: 1960= 100) 
NATURAL SCALE 
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Source: ECLA, on the basis of official statistics. 


Figure XXVII. Central American Common Market countries: 
Indexes of intra-area (f.o.b.) and total (c.i.f.) imports, 1959-63 


CUndex: 1960 = 100) 
NATURAL SCALE 
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Source: ECLA, on the basis of official statistics. 
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intra-regional trade, on the other hand, reflects a con- 
siderable surplus owing to its huge volume of petroleum 
exports to several countries of the region. 

From 1959-63 ALALC’s trade deficit with the rest of 
Latin America tended to diminish year by year (see 
table 215).2° This trend was particularly marked in 1963 
when the deficit was no more than 15 per cent of ALALC’s 
total intra-regional exports. Since in 1959 it had been 
over 40 per cent, in the course of the period concerned 
deficits in ALALC’s inter-Latin American trade have 
obviously become less of a problem. 


countries already reflecting an almost permanent defici 
Argentina is a good example of the first case, and Braz 
of the second. Only Ecuador and Peru have struck 
satisfactory balance between intra-ALALC exports an 
imports, although the large deficits registered by Colon 
bia and Uruguay, considered in relative terms, add up t 
small absolute figures when viewed from the standpoii 
of intra-ALALC trade as a whole. As indicated aboy 
the movements of exports and imports between th 
various ALALC countries appear to have followed 
more even pattern in 1964. 


Table 215. Latin America: Intra-regional trade balances, by selected countries and groups of 


countries® 
Country or group 1959 1960 1961 1962 1963 

Latin American Free-Trade Association (ALALC) 

Millions of dollars at current prices —164 -—153 —117 —118 —73 

Percentage of total intra-regional exports? . —43 —38 —33 —28 —15 
Central America (excluding Panama) 

Millions of dollars at current prices —1 —4 —4 —10 —27 

Percentage of total intra-regional exports? . —4 —9 —9 —21 —37 
Venezuela 

Millions of dollars at current prices . F +233 +204 +142 4168 +143 

Percentage of total intra-regional exports? . +88 +92 +91 +91 +85 
Other Latin American countries® 

Millions of dollars at current prices . ; —68 —47 —21 —40 —43 

Percentage of total intra-regional exports? . —212 -—313 —110 —333 —307 


Source: ECLA, on the basis of official statistics. 


® Trade balances are defined in the text as the 
difference between a given country’s exports (f.0.b.) 
and the exports (f.0.b.) shipped to the said country 
from all the other countries of the region or area 
under consideration. 


The opposite was true of Central America. As can 
be seen in table 215, that area’s intra-regional trade 
deficit has increased in recent years, until in 1963 it 
represented only 37 per cent of total Central American 
exports. However, from a regional standpoint, and in 
absolute terms, the figures involved are small. More 
weight is carried by the surplus recorded by Venezuela. 
In spite of its tendency to diminish in absolute terms 
during the past few years, this surplus still represents 
from 80 to 90 per cent of Venezuela’s regional exports. 
Since Venezuela’s petroleum sales are made on very 
competitive terms and Venezuela grants no preferences 
at all for imports from other Latin American countries, 
its positive intra-regional trade balance can be regarded 
as a structural factor that would be difficult to eliminate 
under existing circumstances. 


Within ALALC itself the reciprocal trade flows among 
member countries are also far from balanced. What is 
more, the situation in this respect has clearly deteriorated 
in recent years with respect to the average for 1952-61 
(see table 216). This is partly due to the fact that pre- 
cisely those countries that already showed an almost 
permanent surplus increased their exports but not their 
imports; whereas the opposite occurred in other 


30 Trade balances are defined in the text as the difference between 
a given country’s exports (f.0.b.) and the exports (f.o0.b.) shipped 
to the said country from all the other countries of the region or 
area under consideration. 


} When the trade balance is positive, the figure 


for the percentage of exports is preceded by a plus 


sign, and when it is negative, by a minus sign. 
© Bolivia, Cuba, Dominican Republic, Haiti and 
Panama. 


The same problem of country imbalances in intra-ar 
trade arise in Central America, but not on such a serio! 
scale as in ALALC, In the first place, in 1959-63 fl 
trade flow disequilibria by countries changed sign mo 
frequently in Central America, or, in other words, the 
was no very clear or permanent distinction between n 
exporting and net importing countries (see table 21) 
Secondly, the national deficit or surplus, both in absolu 
figures and in relation to the total value of exports, is 
usually as large as in the ALALC countries. Third] 
the sharp acceleration of trade among the Central cou 
tries in 1963 was accompanied by a diminution of nation 
disequilibria, in absolute and relative terms, with respe 
to 1962. . 


‘ 
5. CHANGES IN THE COMPOSITION OF INTRA-REGION/ 
TRADE 


Barely three years after the entry into force of t 
ALALC Treaty, most of the traditional items of intt 
ALALLC trade, as well as a not insignificant number} 
products which were not formerly incorporated in reci 
rocal trade, already enjoyed tariff concessions ff 
member States. While some of these concessions im 
the complete abolition of customs duties, others are ¢ 
fined to a fairly substantial reduction in the tariff appli 
in trade relations with third countries. Furthermot 
the schedule of products enjoying preferential imp¢ 
treatment varies considerably in each individual coun 
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Table 216. Latin American Free-Trade Association (ALALC): Intra-ALALC trade balances, by 


countries® 
Average 
Country 1952-61 1959 1960 1961 1962 1963 

Argentina 

Millions of dollars at current prices +10 +453 +65 —11 +56 +4105 

Percentage of total intra-ALALC exports? +6 +37 +41 Ii 39 56 
Brazil 

Millions of dollars at current prices +9 —25 —6 +54 —33 —58 

Percentage of total intra-ALALC exports? +8 —33 —7 +56 -—-43 —76 
Chile 

Millions of dollars at current prices —20 -—31 -47 -—37 —33 —37 

Percentage of total intra-ALALC exports? —47 —82 —155 -—-106 —84 —75 
Colombia 

Millions of dollars at current prices —8 -6 — —2 —3 —-15 

Percentage of total intra-ALALC exports? —222 -—200 — —33 —42 —250 


Ecuador 
Millions of dollars at current prices 
Percentage of total intra-ALALC exports? 


Mexico 
Millions of dollars at current prices 
Percentage of total intra-ALALC exports? 


Paraguay 
Millions of dollars at current prices : 
Percentage of total intra-ALALC exports” 


Peru 
Millions of dollars at current prices : 
Percentage of total intra-ALALC exports? 


Uruguay 
Millions of dollars at current prices 
Percentage of total intra-ALALC exports? 


Source: ECLA, on the basis of official statistics. 


Trade balances are defined in the text as the 
difference between a given country’s exports (f.0.b.) 
and the exports (f.0.b.) shipped to the said country 
from all the other countries of the region or area 


ending more particularly on the level of development 
ched by domestic production in the country con- 
ned (see table A of the annex). 


Among the so-called “‘negotiated’’ products may be 
d, first of all, such important traditional items as live 
f cattle, wheat, apples, bananas, coffee, raw sugar, 
oa beans, maté, quebracho extract, cotton (uncarded), 
tain types of wool, certain types of wood (including 
ith American white pine), refined copper, unwrought 
d and zinc, iron ore, steel sheet and plate, and news- 
nt. The member States also grant concessions in 
pect of less important products, which were already 
ng purchased in the region itself, such as canned 
its, certain edible oils and fish meal. Thirdly, the 
vad category of so-called “‘new’’ negotiated products 
ludes a long schedule of items ranging from capital 
ds and intermediate products to consumer goods (see 
le B of the annex). Petroleum and petroleum pro- 
sts were the most important items on the schedule of 
1-negotiated products at the end of 1963. 

3etween 1962 and 1963 the share of negotiated 


-  npleas 5. dhl Gemiian Se ee ne ot 


PAM ae Te 4455421" 18 
ae? ee eS me) ta £8 
+40. +40. +75 +62 +78. +69 
Srey es 
23 eo eo) ee Os eee 
Sh AE yee Oe ee 
a2 Wee eC RT GL ee 
Die Pe ioe Sl et 
—100 —1,000 —878 —369 -—220 —94 


under consideration. 

b When the trade balance is positive, the figure 
for the percentage of exports is preceded by a plus 
sign, and when it is negative, by a minus sign. 


products in the total volume of intra-ALALC imports 
increased in all the ALALC countries except Paraguay 
and Uruguay (see table 218). For ALALC as a whole, 
however, imports of negotiated products did not grow 
much faster than the total volume of ALALC imports 
(see figure XXVIII). In such countries as Argentina, 
Brazil, Chile and Peru, the preponderance of negotiated 
products in intra-ALALC trade was already virtually a 
permanent feature by the end of 1962. The same applied 
to Colombia and Mexico in 1963, as a result at once of the 
increased number of concessions and the expansion of 
imports enjoying certain tariff preferences. Conversely, 
the share of negotiated products dropped sharply in 
Paraguay and remained practically at a standstill in 
Uruguay. Because of the low absolute value of intra- 
ALALC imports in Paraguay and Ecuador, transitory or 
sporadic imports of goods not governed by preferential 
arrangements may radically change the distribution of 
negotiated and non-negotiated items in their total volume 
of purchases. 


Among the negotiated items, traditional imports of 
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Table 217. Central American Common Market: Intra-area trade balances, by countries* 


Country 1959 1960 1961 1962 1963 
Costa Rica 
Millions of dollars at current prices . a : —200 -04 -02 -17 —03 
Percentage of total intra-area exports? ‘ . —125.0 +16.0 —9.0 —130.00 —8.0 
El Salvador 
Millions of dollars at current prices ‘ 5 —1.6 —0.5 +0.7 +3.8 +64 
Percentage of total intra-area exports? % . —150 —-40 45.0 +200 +21.0 
Guatemala ; 
Millions of dollars at current prices ; : -16 -4.1 —-36 —-78 —4.0 
Percentage of total intra-area exports? i ‘ —39.0 —85.0 —48.0 —228.0 —24.0 p 
Honduras 
Millions of dollars at current prices . : ‘ +3.4 +4.1 +2.8 +5.9 —0.2 
Percentage of total intra-area exports? . ; +44.0 448.0 +32.0 +45.0 —2.0 
Nicaragua 
Millions of dollars at current prices . . 5 +1.8 +0.1 +0.3 —0.2 —-1.9 
Percentage of total intra-area exports? a ‘: +43.0 +4.0 +16.0 —6.0 —40.0 


Source: ECLA, on the basis of official statistics. | under consideration. 


® Trade balances are defined in the text as the When the trade balance is positive, the figure 
difference between a given country’s exports (f.0.b.) for the percentage of exports is preceded by a plus 


and the exports (f.0.b.) shipped to the said country Sign, and when it is negative, by a minus sign. 
from all the other countries of the region or area 


Table 218. Countries members of ALALC: Break-down of intra-ALALC imports, by negotiated and 
non-negotiated products 


1962 1963 
Millions of Percentage Millions of Percentage 
Country dollars at of total dollars of total 
current intra-ALALC intra-ALALC 
prices imports imports 

Argentina 

Non-negotiated products F , : 22 21 9 8 

Negotiated products : : , ‘ 81 79 93 92 
Brazil 

Non-negotiated products ; : ‘ 17 13 7; 10 

Negotiated products q Z , F 112 87 147 90 
Chile 

Non-negotiated products A 3 é 22 28 Bit 22 

Negotiated products A : F F 58 72 94 78 
Colombia — 

Non-negotiated products iy 54 2 2) 

Negotiated products 6 46 20 91 
Ecuador 

Non-negotiated products 2 50 1 17 

Negotiated products 2 50 4 83 
Mexico 

Non-negotiated products 2 33 2 21 

Negotiated products 4 67 9 79 
Paraguay 

Non-negotiated products 2 34 6 715 

Negotiated products 4 66 2 25 
Peru 

Non-negotiated products . ‘ : 9 20 7 11 

Negotiated products 3 : e , 36 80 55 89 
Uruguay 

Non-negotiated products ‘ d : 8 2) 8 25 

Negotiated products ‘ ¥ ‘i ? 26 78 24 715 


_ Source: Secretariat of the Standing Executive Committee of the Latin American Free-Trade Associa- 
tion (ALALC), CEP/411/64/Rev.1. 
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1ary products have tended to increase in the last few 
s, with the notable exceptions of intra-ALALC pur- 
es of wheat, sugar and certain types of wood (see 
n table B of the annex). Nevertheless, imports of 
ufactures registered the most dynamic rates of growth. 
an be seen in figure XXVIII, a representative sample 


re XXVIII. Latin American Free-Trade Association: Intra-area 
nports, total and by groups of selected products, 1959/6163 
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JE ! 
59/61 1962 1963 
IMPORTS OF MANUFACTURES IN THE SAMPLE 
OF IMPORTS OF NEGOTIATED PRODUCTS 
(Indexes; 1959/61 = 100) 


$ 64.3 million 


38.9 million 


$ 23.5 million 
59/61 1962 1963 


NEW PRODUCTS AS A PERCENTAGE OF THE SAMPLE 
OF IMPORTS OF NEGOTIATED PRODUCTS 


$ 13 million 


$ 1.3 million 


959/61 1962 1963 
JRCE: ECLA, on the basis of official statistics. 


lose imports increased its share in total purchases 
1 5 per cent in 1959-61 to 12 per cent in 1963, at the 
> time almost trebling in absolute value. While 
tts of newsprint and iron sheet and plate remained 
ally stagnant, those of steel bars, zinc, canned 
s and fish meal went up substantially. Manufac- 
3, Which up to 1962 had not been intra-regional 
> items, also contributed to the increase in imports 
dustrial products. 


practice, apart from a few commodities such as 
toes, the so-called new products were mainly 
ufactures. The manufactures exceeding a trade value 


of 100,000 dollars include not only intermediate products 
—such as sodium tripolyphosphate—but also household 
appliances—sewing machines and razors—and industrial 
equipment and spares such as universal engine lathes, 
statistical machines, and wheels and tyres for railcars 
(see table 219). According to the highly representative 
sample given in the table, Argentina’s exports alone 
apparently accounted for 35 per cent of the total sales 
of new products in 1963, while Chile absorbed nearly 
40 per cent; Brazil took third place; Uruguay was only 
an importing country and Mexico primarily an exporter. 


None the less, the emergence between the ALALC 
countries of flows hitherto unknown in reciprocal trade 
should not disguise the fact that it is still a relatively 
insignificant development. In absolute figures, trade 
in new products seems to total less than 20 million 
dollars, and in 1963 it barely represented 3.4 per cent of 
the above-mentioned sample of negotiated products 
(see again figure XXVIII). What is more, on the basis 
of the figures given in table 219, it can be said that the 
recently established trade relations are still in the experi- 
mental stage as regards certain new products. 


The groups of products or individual products that 
determined the movements of the different countries’ 
intra-regional exports in recent years varied a good deal 
according to the country concerned. In Argentina, an 
expansion took place in respect of both traditional and 
non-traditional export items. While external sales of 
wheat followed a downward trend, those of livestock, 
meat, fresh fruit and wool increased considerably. 
Although the increment in non-traditional exports— 
which included an assortment of such articles as chemical 
products, metal manufactures, fuels and books— 
was similar in absolute terms to that registered for the 
traditional products, in relative terms it was much larger. 
In Mexico, likewise, exports of non-traditional products 
(mainly manufactured goods) increased more than eight- 
fold between 1959-61 and 1963, whereas sales of tradi- 
tional trade items—metals and cotton—were only 2.5 
times bigger. A similar, but not so marked, divergence 
between the movements of the two categories was observ- 
able in Peru, whose most dynamic export items were fish 
meal, and, in a lesser degree, copper and zinc. 


In Chile’s case, on the other hand, traditional exports— 
especially copper—pursued a rising trend, while sales of 
products that were incorporated into intra-regional 
trade at a relatively recent date—iron manufactures and 
newsprint—showed signs of stagnation and even of a 
decline. In the export trade of Uruguay and Paraguay, 
too, it was the traditional products that were chiefly 
responsible for recent changes. 


Lastly, the unfavourable trend of Brazil’s exports to 
the other ALALC countries was mainly due to the con- 
traction in traditional wood exports and the stagnation 
of coffee sales. In the meantime, external sales of manu- 
factures, particularly machinery, increased at a com- 
paratively rapid rate, but this development was far from 
enough to offset the decrease in respect of other items. 


Recent changes in the composition, by commodities, 
of Central America’s intra-area trade testify even more 
clearly than the increase in its total value to the great 
strides made in the direction of economic integration. 
In the first place, the share of manufactures in inter- 
Central American imports, which was 40 per cent in 
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1961, rose from 45 per cent to 52 per cent in 1963, 
| | and reached 60 per cent in 1964 (see table 220). 
progress achieved by chemical products was particul 
| S rapid in relative terms, and partly reflects the growth 
S trade in articles requiring comparatively simple p 
| = cessing, such as soaps. A considerable expansion 
ls 
| % 
N 


likewise registered for other products of light industries 
for example, cotton textiles and cardboard boxes. 

an increase also took place in trade in heavy ma 
factures or goods that call for more complex processin: 


0.02 0.14 
0.99 
1.29 
0.01 
0.01 
5 


such as cement and transport equipment. Although for 
| the time being, many of the figures recorded in respect 
of these latter are not high in absolute terms, in the 
of petroleum products, which are a new trade item, the 
aggregate value of intra-area trade had already attained 
3.4 million dollars by 1963. On the other hand, trade in 
some of the traditional primary commodities ina 


Markets of origin 
; Ecua- 
Chile aoe 
0.60 — 
1.22 — 
1.8 


‘olom 
bia 


considerably over the short term, and while intra-area 
imports of livestock, maize and other cereals, and wo 
followed an appreciable upward trend, those of other 
articles (oils and fats, for example) were more inclined 
to decrease or remain stationary. 


As in the case of the total value of intra-regional 
exports, El Salvadot’s sales of products in each of 
major groups were much bigger, in absolute terms, the 
those of the other Central American countries 
table 221). Next in order of importance came expor 
from Guatemala and Honduras, and, lastly, those 
Nicaragua and Costa Rica. But the percentage distri 
tion, by countries, of sales of manufactured goods 2 
chemical products was much less uneven than that 
traditional exports such as foodstuffs and raw mate 
(cf. the last four lines of table 221). This is clearly 


Brazil C 
0.60 0.02 
1.91 


0.57 0.33 0.24 
130 


1.31 


tina 


0.50 
0.85 0.86 0.85 


0.54 0.54 
Osim Osi 
1.99 0.07 
1.85 13.37 4.66 3.25 0.02 


Total 

Urnu- imports Argen- 
0.60 
0.60 

0.78 0.79 0.01 
0.99 
1.29 


guay 


0.18 


Peru 


0.24 0.04 


0.02 


Para- 
guay 
0 
0.57 0.02 0.26 


Mexico 
0.16 
28 


of the gap between the situations of the various countti 
as regards the dynamic items in net intra-area trad 
and in the future, therefore, may facilitate the progressiy 
reduction of national deficits and surpluses. 


Furthermore, the respective movements of the different 
Central American countries’ main export items during 
the last few years show certain trends, implying 4 
advance towards complementarity among the natio 
economies concerned, which may also help to mitigat 
the disequilibria in intra-area trade flows. As can 
seen in table 222, the export lines in which the lar 
relative increases were achieved between 1962 and 1 
differed to some extent from one country to anot 
in El Salvador, they comprised foodstuffs, raw materia 
and chemical products; in Guatemala, foodstuffs a 
manufactures; in Honduras, Nicaragua and Costa Rica 
chemical products and manufactured goods. But o 
course it is essential that these trends should 6 
strengthened by the continuance of Central America 
endeavours to co-ordinate economic development at 
regional level. 


To sum up, the efforts to encourage inter-Lati 
American trade and improve its structure undertaken OF 
late at the institutional level and at that of econom 
policy have unquestionably borne some fruit. This” 
evident from the fact that among the group of Lat 
American countries which are not parties to preferentt 
agreements, intra-regional trade has tended to rema 
stationary or to decline, with the sole exception of # 
imports effected by Panama. In contrast, both in # 
Central American Common Market and among # 


Ecua- 
dor 


(Millions of dollars ot current prices) 


Markets of destination 


Chile 
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2 
0.55 
1.81 
0.37 
0.01 


olom- 
bia 
6 
1.06 5.02 


0.44 


0.36 0.02 


Brazil c 
0.01 
0.07 
0.31 
0.96 
0.55 
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Argen- 
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Table 219. Countries members of ALALC: Intra-ALALC imports of nine selected products by markets of destination and of origin, 1963 
WLOTAL, 275200 2-27 


Product 
Source: Secretariat of the Standing Executive Committee of the Latin American Free-Trade Association (ALALC). 


Sodium tripolyphosphate 


Tartaric acid 


Jute fibre 
Wheels and tyres for railcars 


Universal engine lathes 
Statistical machines 


Razors 


Leaf tobacco 

Titanium dioxide 
Blooms, of iron or steel 
Razor Blades 
Sewing-machines 
Carbon electrodes 


Potatoes 
Fish Oils . 
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abers of ALALC, there has been a noteworthy were registered in Central America. The latest data 


insion of intra-area trade flows during the past three available corroborate the breadth of scope and the 
Ss, coinciding with the extension of reciprocal customs stability of these trends, which by this time may be 
erences. regarded as irreversible, and likely to facilitate future 
he most rapid progress in intra-area trade and the progress towards regional integration of the countries 
t radical changes in over-all economic conditions concerned, 


Table 220. Central American Common Market: Composition of total inter-Central American imports, 
by major groups of products, 1962-64 


1962 1963 1964» 
NAUGA 
Group of products section Millions Percent- Méillions Percent- Millions  Percent- 
a to) age of of age of of age of 
dollars _ total dollars _ total dollars _total 
imports imports imports 
Foodstuffs . 0 222 44 21.6 33 29.0 31 
Tobacco and beverages 1 1.0 2 Alfa! »3 1.3 1 
Non-edible raw materials 2 2.4 BY ES) 5 4.2 5 
Fuels and lubricants 3 0.1 — 3.8 6 0.8 1 
Oils and fats® 4 1.8 4 1.6 A) 1.5 2 
Chemical products ji 5 Sy 10 7.8 12 14.9 16 
Manufactured goods (classified by 
materials) 6 11.0 22 16.3 25 24.6 27 
Transport machinery and equipment q/ ied 2 1.6 2 2.7 3 
Miscellaneous manufactured goods. 8 5.4 11 8.9 13 12.6 14 
Miscellaneous transactions 9 0.2 — 0.2 — 0.4 = 
TOTAL 50.4 100 66.2 100 92.0 100 
Source: Permanent Secretariat of the General > Estimates. 
Treaty on Central American Integration (SIECA). ° Of animal or vegetable origin. 


® CentralAmerican Standard Tariff Nomenclature. 


Table 221. Central American Common Market: Composition of member countries’ exports, by major 
groups of products, 1963 


(Millions of dollars) 


NAUCA Guate- El Sal-  Hon- Nicar- Costa 


Group of products section mala vador duras agua Rica Total 
Foodstuffs 0 397 126 3.3 3 0.5 21.6 
Tobacco and beverages 1 _ — 0.1 0.1 0.2 tet 
Non-edible raw materials Ps 0.3 2.4 0.4 0.1 0.2 3.4 
Fuels and lubricants 3 2.9 — 0.4 0.1 0.7 357 
Oils and fats® 4 0.3 0.3 0.5 0.2 0.4 Sef 
Chemical products 5 1.4 PE 2.4 1.6 0.3 7.8 
Manufactured goods (classified by materials) 6 Sui 6.3 3.3 1.9 1.0 16.2 
Transport machinery and equipment Zi — 0.6 0.3 0.5 0.1 1.5 
Miscellaneous manufactured goods 8 Le 2.9 29 1.0 0.5 9.0 
Miscellaneous transactions 9 — —_ —_ 0.1 0.1 0.2 

Over-all total 
Millions of dollars . F . : 1A2H 27.9" 91352 6.9 4.0 66.2 
Percentage of areatotal . 2 : 21 42 20 11 6 
Total for items 3 to 8 
Millions of dollars. é . 10 12.2 9.5 4.4 4.1 39.2 
Percentage of areatotal . E 3 25 31 24 11 9 100 
Source: Permanent Secretariat of the General ® Of animal or vegetable origin. 


Treaty on Central American Integration (SIECA). 
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Table 222. Central American Common Market: Current values of member countries’ exports, by major groups of products, 1962-64 
(Millions of dollars) 


Guatemala El Salvador Honduras Nicaragua Costa Rica 
ane 1962 1963 1964* 1962 1963 1964 1962 1963 1964% 1962 1963 1964% 1962 1963 1964 
Total 13.0 14.2 19.3 183 27.9 380 138 133 160 34. 6.9 JI.6 1:9 405 

0 Foodstuffs 4 3 : . 39 39 63 59 126 149 98 33 40 19 £3 2:9 016) Osea 
1 Tobacco and beverages . . 02 — _— 0:1) (0.7 (0:89 0:65 Ob 0:25 01 O2 — 0.2 (O28 
2 Non-edible raw materials . . 04 03 O02 O02 2.4 3:2 1:5" (0.47 0:4" "0:2, 103 0:2 50 10 con 
3 Fuels and lubricants . : _ 29 — —_ —_— _— _ —_— — — —_ — 0.1 O47 0% 
4 Oils and fats ‘ ; 04) 03° 902° 137" 030.2) OS “0:49 10:19) 029 3025 04 04 
5 Chemical products . , = 1232. A 2 DS DA 6 O02 Ae Oo 1.6 25 °0:2:. 0:3 ie 
6 Manufactured goods 

(classified by materials) 5 sie ssh Thi 55 63 °84 0.8 3.3 40 0.6 19 3.25 (05) 5:0 —eee 
7 Transport machinery and 

equipment - : . 04 — —_— 02 06 11 O01 03 0.6 (03 £405 (0:8) 10: Ce 
8 Miscellaneous manufactured 

goods Z 2 s . 19 17 27 25 29 36 0.6 29 -3.6 02° 1:0 1:7" (0:20 smeeee 
9 Miscellaneous transactions _— —_— — 01 — _ —_ — 0.2 — 017 = 0.1 O:D ee 

Source: Permanent Secretariat of the General Treaty on Central ® Estimates. 
American Integration (SIECA). D Of animal or vegetable origin. 
ANNEX 
Table A. ALALC: Negotiated products and their tariff treatment in the various member countries 
(ALALC countries granting concessions*) 


BTN-ALALC Product Argentina Brazil Colombia Chile Ecuador Mexico Paraguay Peru Uruguay 


0102109 Pedigree cattle é x x x xs Ne x x = 
0102119 Pure cross-bred cattle ; BS Ss — a= x _ x _ _ 
0101192 Beef cattle for human consumption x — x —_— _— x x _— 
0104111 Pure cross-bred sheep x xe — — — = — = a 
0201100 Beef A : ; — —_ — — — — — — — 
0201101 Chilled beef x x —_— x — —_— — x _ 
0201200 Sausages . x x — — == — — x —_— 
0403001 Butter x x — x — Mm — x = 
0701002 Potatoes x _— — — _— —_ — — — 
0701004 ~=Garlic — x x = = eee: 2s = == 
0703001 Olives x x x _ x _ x _ = 
0705129 — Lentils x x x — = = x x x 
0801002 Bananas x — x x x — — — x 
0801003 Pineapples x _— x x — —_ = = = 
0804002 Raisins x x > — x — x x = 
0805004 Nuts > x x _— — —— — x x 
0806001 Apples x x — — x — bg x aa 
0806002 Pears oe x — — x — x _ 
0812003 Plums x x —_— —— x x _ x = 
0901101 Raw coffee x — — x = an 2S x 
0902001 Tea in bulk x x x x x — x x x 
093001 Ground maté x — = x — x pas x 
093002 Processed maté — — — x x —_ — x 
10001001 Wheat x x x —_ _ x = 
1003001 Barley x x a aes x x x BR. 
1004001 Oats : x x x — — = = ane = 
1007002 Canary-seed x x = = = ae x x = 
1107001 Malt barley x x = an as =. = =o = 
0501101 ~=Lard —— a = x ae ee, ‘ay = ai 
1502101 Tallow x a x x x — — x = 
1904001 Pimentos . x == x x —_ x = x x 
1504292 Other fish oils x x x _ = x <= —= = 
1507204 = Olive oil — < x — x x x — x 
1507211 Coconut oil : ; : x — — x — — — x 
1701102 Demerara crystal sugar s : —_— a ~ a — == — ~— x 
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Table A. Continued 


TN-ALALC Product Argentina Brazil Colombia Chile Ecuador Mexico Paraguay Peru Uruguay 
701199 Raw sugar : 5 ‘ ‘i : 5 _ x — — — — — x 
801001 Cocoabeans . ; ; : : sos x Bs x x — a — x 


006000 Canned fruit 


006205 Canned peaches ‘ —_— x — x — 
301102 Fish meal and fish flour x x x — — x x — x 
401102 Leaf tobacco _ — — os = _ = = x 
501001 Common salt x _- x 
60111 Tron ores . x x x x x — = = x 
805401 Mercury . x x _ — x x 
825001 Titanium dioxide j —_— — x Ne x — — x x 
840305 TR. Sodium polyphosphate — x — x _ — — — — 
91621 Tartaric acid x x SG — x Ke x x — 
102001 Sodium nitrate . x x x —_— s x x — x 
105101 Nitrate 4 x x x — x x x — x 
201002 Quebracho extract — % ba x x x — x x 
808101 Colophony x x x x —_ — — x x 
101103 Cattle hides — x — x — — — — — 
403207 Unprocessed cedarwood : x — — x —- x = -—— x 
403299 Unprocessed timber, other than softwoods x — —_ — _ x —_— — — 
405102 Sawn araucaria timber bs 4 x x — — — — — x x 
405104 South American white pine x x —_— — —_ — os _ x 
405999 Other sawnwoods : x os — “= — — — — x 
701302 Wood pulp, soda ‘ x x x — oe x — x x 
701304 Wood pulp soda, bleached . x x “ — x x — x x 
701399 Other chemical wood pulp x x x — —_— — — — x 
801101 Newsprint x x x a x x x x x 
901101 Books, leaflets and other printed matter x x x x x x x x x 
901199 Other books, including unbound . x x “ x x ee x2 x x 
902001 Newspapers and periodicals 36 Me — x x x x x x 
3011 Greasy wool , : x — x x —_— — x — —_— 
301201 Clean wool a —- x x x x x — — 
3012 Degreased wool — — x x -- x x — — 
305302 Wool tops f —_ — _— x x —_ ox — — 
501001 Uncarded cotton oe x x x x Me —_— —_— x 
703002 Jute fibre : x — — — —_ x -- — “+ 
15101 Silver, unworked oo x x — x — x — x 
307001 Iron and steel —_ x = x Se — — — 52 
310001 Wirerod . — x — — x — x — —- 
313101 Iron and steel sheet x x — — x — x —— x 
313201 Iron and steel sheet, 3 to 4. 75 mm 1 thick x x — — x — Se — x 
313301 Iron and steel sheet, less than 3 mm thick x os — oa x —_— x — x 
313401  Tinplate containers : ; : — > — — x¢ — xe —_— _— 
401301 Electrolytic refined copper . x x x ~ _: — — -= x 
401302 _+=‘Fire refined copper x x x _— — — — — x 
401303 Wire bars Be se — — oe — — _ —_— 
81101 Lead, unworked x x x —_ x —_— x — x 
801111 Lead ingots _ x _— _— x — x = x 
901111 Zinc, unworked —_ x —_ —_— x — — — x 
211802 Razor-blades — —_— x — x —_— x — — 
441101 Sewing-machines —_ _— — x x = — — x 
445602 Engine lathes x x se x ™ x x x — 
453001 = Statistical machines — — x —_— — x x x —_— 
507102 Razors . x x _— — x — x x —_ 
524001 Carbon electrodes x x 2 x x — — x — 
609005 Vehicle wheels x x x —_— x x x x — 


pt 


* The tariff reductions for the Area and for third countries are con- BTN-ALALC item. : 
iined in the “‘consolidated list of concessions’, according to the (xX) = negotiated; (—) = non-negotiated. 
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Table B. ALALC: Principal items of intra-area trade 
(Thousands of dollars at current prices) 


Negotiated products 1959-61 1962 1963 
Pedigree cattle . 2 é ; ; Z ‘ ; 572 1,230 iesieie/ 
Pure cross-bred cattle . P sy , A 4 144 625 1,041 
Beef cattle for human consumption 5 ‘ s zs 19,287 30,992 36,281 
Pure cross-bred sheep . ‘ 5 . ; 2 . 145 513 1,378 
Beef A . ; ‘ 3 ; ‘ ; ; 1,160 1,680 21d 
Chilled beef : : : : ; : : 2,188 3,974 1,928 
Sausages . ‘ ; - c ; : F : 391 521 S71 
Butter : ; : Z ; : Z ; : 2,233 918 2,324 
Potatoes . : ‘ : , ‘ . : é 2 511 5822 
Garlic , F : F ‘ 5 : } ; 1,571 3,411 3,687 
Olives ; , 4 4 - . 5 5 , 295 1,012 1,784 
Lentils E : , i ; t j ‘ F 121 709 657 
Bananas. ; F ‘: : 4 j : : 5,205 5,370 7,453 
Pineapples . , . 4 < A d 3 971 937 7106 
Raisins ; ; ; - , : é 4 : 565 819 884 
Nuts . ; ; . ‘ ; . A 3 ‘ 481 810 869 
Apples 2 : : i F , : ; : 5,160 9,194 13,704 
Pears . ; ‘ i : : é é 3 ‘ 994 1,932 2,201 
Plums ; i : ‘ : : ; ; 247 427 982 
Raw coffee . : é d ‘ F : : 5. PA SETS 19,083 26,266 
Tea in bulk : : ‘ A < ‘ : 318 219 934 
Ground maté. ‘ P 2 A : - 6,599 4,291 4,910 
Pimentos . 3 A : : . _ 7 3 681 1,085 1,238 
Wheat : : : : ‘ F . ; a waistily/ 69,368 67,633 
Barley , ; ; ; ; ? - Fs ‘ 1,861 1,868 15555 
Oats . ; ; ; : : ‘ . : . 662 1,045 1,427 
Canary-seed ‘ ‘ i P ; ‘ 3 ‘ 887 2,511 1,374 
Malt barley é ; : : : A : . 3,355 4,240 2,148 
Lard . - . % : 3 O 5 F : 223 1,826 2,972 
Tallow ; : ; ; ; ‘ - : , 433 614 2,211 
Processed maté . . ; : : : : ‘ 5,019 5,637 4,949 
Fish oils. : . x 4 é 5 é P — _ 620* 
Olive oil . 4 3 . : ‘ ; ‘ 332 630 1,391 
Coconut oil : ‘ é ; ‘ : a 3 569 735 615 
Demerara sugar . j ‘ ; 5 : ; ‘ 261 —_ 1,887 
Raw sugar 3 ‘ ‘ 5 : ; ‘ ¢ 17,797 7,514 35252) 
Cocoa beans 4 , ; : : s 3 ; 6,377 7,159 7,957 
Canned fruit ‘ ; ; : - A * ‘ 431 544 1,255 
Canned peaches . : 3 : A P ‘ F 78 12 708 
Fish meal . E : ‘ ‘ : 3 5 , 899 2,800 4,314 
Leaf tobacco 3 F . ‘ . ; - js — _— 789% 
Common salt F - c ; ; 3 ; - 145 505 517 
Iron ores © . > . , : _ : Z : 4,928 6,799 9,859 
Mercury . : fs c : . 5 F 83 195 604 
Titanium dioxide P 6 : , 5 < ‘ — 3 993% 
Sodium ae : Fi : ‘ 5 2 — 227 1,297 
Tartaric acid : i : ? = c : 17 158 536 
Sodium nitrate . : : : , ‘ ‘ : 3,652 2,658 2,512, 
Nitrate 3 : ‘ ‘ : ‘ . ° 557 803 1,726 
Quebracho extract ‘ ‘ . 6 : 5 , 2,465 2,423 2,924 
Colophony . : ; , 5 5 ; Fe 3,986 3,678 3,788 
Cattle hides : ; F A F Z : 1,085 707 2,359 
Unprocessed cedarwood , ; y : ‘ R 3,186 2,273 2,923 
Other timber, except softwoods . : ‘ a i 3,287 2,798 1,789 
Sawn araucaria . . F F ‘ ‘ ‘ ; 3,554 4,010 2,228 
White pine . ; ; F F ‘ F : gre 2037 22,913 22,031 
Other sawnwoods t : ; : : k . 878 483 537 
Wood pulp ; ; ; 5 : ‘ A , 1,354 2,884 501 
Bleached wood pulp. F : : : : F 633» 20 547 
Other chemical wood pulp . ; : ; é : — —_— 1322 
Newsprint . : , F : : . 5 Z 4,582 3,417 4,488 
Books and leaflets ; f " 5 F : 4 683 906 883 
Other books and leaflets . ; , A 5 ; 1,007 2,243 2,167 
Newspapers and periodicals 3 F ; ; 5 854 1,573 1,413 
Greasy wool j : ; : ‘ ‘ & - 27 3,592 7,218 


Clean wool ‘ . , ‘ E 4 ‘ : 1,212 1,222 2,202 


J 


{ 
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Table B. Continued 


Negotiated products 


Uncarded wool 

Wool tops . 

Uncarded cotton 

Jute fibre 

Silver, unworked 

Cogged iron and steel 

Wire rod F ; “ é 
Iron or steel sheet, over 4.7 mm thick 
Iron or steel sheet, 3 to 4.75 mm thick 
Iron or steel sheet, less than 3 mm thick 
Tinplate containers (41 kg) 
Electrolytic refined copper 

Fire refined copper 

Wire bars . A 

Lead and lead alloy, unrefined 

Lead and lead alloy, refined 

Zinc and zinc alloy 

Razor-blades 

Sewing-machines 

Universal engine lathe 

Statistical machines 

Razors : 

Carbon electrodes 

Railway vehicle wheels 


TOTAL 


Total products (A) Negotiated products (B) 
Unnegotiated products 
Crude oil ; 
Diesel oil 
Gas oil 
Gasoline 
Propane gas ‘ 
Gums and resins . 
Cigarettes 
Hides, untanned 
Refined sugar 
Tin ingots . 
Aviation gasoline. 
Aguardiente 
Buses with bodies 
Lead ingots 
Greasy merino wool 
Wool tops . 
Kerosene : ; 
Liquefied petroleum gas 
Wire and cable 7 i 3 
Gums and resins for industrial use. 


1959-61 


325 
362 
17,167 


300,919 
(A) 


TOTAL 


TOTAL, unnegotiated products 


ToTraL, ALALC 


rrr EERE 


Total for three BTN-ALALLC items. 


a “New” products. 


1962 


322,620 


329,956 


3,717 
5,507 
522 
1,340 
1,482 
279 
729 
174 
667 
266 
773 
6,341 
135 
4,536 
204 
522 
6,729 
625 
1,482 


36,030 


90,166 


420,122 


1963 


689 
3,782 
33,930 
505 
1,463 
860# 
2,489 
2,192 
547 
4,896 
710 
8,636 
6,837 
20,483 
861 
2,338 
6,075 
Spee 
1,9928 
SYR 
1,313 
986 
507* 
1,226% 


404,374 


(B) 445,245 


5,194 
3,022 
1,184 
1,677 
1,242 
625 
579 
7 
A478 


78,444 


523,689 
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Table C. Central America: Selected intra-area trade items 
(Thousands of dollars at current prices) 


i 


denen Description 1961 1962 1963 
Grand total 36,809.0 50,365.0 66,333.0 
Total of the sample : 5 , P 3 : ‘ 3 : 22,547.6 28,186.9 43,663.8 

001-01-02 Cattle, ordinary breed , i ; : ; ; F ‘ ; : F 1,534.3 1,073.6 2,197.8 
001-03-02 Pigs, ordinary breed . ; : ‘ ; : ; : ; ‘ ; ; 1,263.1 1,564.6 1,708.4 
025-01-00 Edible eggs, with shell 5 ; , , : 3 é F 220.8 108.9 322.1 
042-02-00 Hulled rice, including polished and broken ‘ > eer : . 3 : 487.5 697.6 607.8 
044-01-00 Whole maize . : ‘ ; : 5 ‘ . , : 2 : ‘i 853.1 2159-5 2,335.0 
045-09-02 Millet : : ; : j ; - ; a ; : : : : 224.2 1 126.9 
051-01-00 Fresh fruit : j ; : : : ; ; : : 5 ; 949.2 1,003.7 1,584.7 
053-02-01 Fruit juice, unfermented ;: ‘ ‘ 3 : : . ‘ e i 322.8 381.0 624.5 
054-02-01 Beans . ‘ : : : : ‘ ‘ ; ; , , : ; 1,677.6 2,333.0 2,329.8 
054-09-01. Onions . ‘ , : : F : ; ‘ : . 129.5 166.7 192.1 
054-09-05 Leguminous vegetables n.e.s. ‘ < 453.3 43.5 628.8 
055-02-04 Leguminous vegetable preserves and pickles, whether or not in hermetically "sealed 

containers . : é : : ; . g : ‘ : 4 : 69.5 80.8 289.2 
061-03-00 Inedible molasses , A 5 : F a : : 5 j z 9.3 70.2 264.0 
062-01-01 Chicle and other chewing-gums ‘ A 5 , ; > 3 . 199.2 288.8 734.5 
062-01-02 Sugar confectionary and sugar preparations, 1 n.€.s. , ; A , : : 649.7 726.4 983.3 
081-09-02 Offals and food preparations for animals, n.e.s. . ‘. 290.6 125.0 133.1 
091-02-02 Substitutes for lard and other similar edible fats, of animal or ‘vegetable origin, n.e.s. 1,610.7 1,693.5 1,224.3 
099-09-03 Yeast and leavening of all kinds, in any form except for pharmaceutical use and 

enzymes . “ i 4 . A : : 86.9 79.4 136.8 
243-02-00 Timber, sawn, planed, dovetailed, etc: : 5 : A ‘ . 942.4 1,210.8 1,629.7 
272-05-01 Common salt or sea salt, unrefined, including sea water é 5 : 5 45.4 Sez 125.6 
313-01-01 Gasoline . j A : H é é ; : . 3.6 0.3 1,158.0 
313-02-00 Lamp oil and petroleum spirit (kerosene) : : ‘ : : ‘ F : 0.2 4.6 321.5 
313-03-00 Gas oil, diesel oil and other similar fuel oils . ; : A : 5 j F a — 1,915.2 
412-03-00 Cottonseed oil . A ; ‘ ; é ‘ : ‘ 3 < 1,267.2 1,329.0 980.6 
413-02-00 Hydrogenated oils and fats : : : 2 . 5 é : : f 63.3 18.5 150.6 
533-03-01 Prepared paints : ; : : ; ; : 5 774.2 679.2 849.8 
541-09-04 Prepared medicines for domestic t use (oral), n N.e.s. . % : Z . : 3 244.3 485.9 1,011.1 
552-01-02 Lotions, eau-de-cologne and toilet waters . : 3 , _ 3 : ‘ 19.6 20.2 117.5 
552-01-03 Cosmetics . : ‘ : : 103.0 119.5 233.0 
552-01-05 Hair dyes, tonics, pomades, shampoos and other preparations. : 5 ‘ 5 116.2 91.9 258.2 
552-01-06 Dentifrices of all kinds,in any form . F F ‘ F , 3 : 0 18.6 154.5 302.8 
552-02-01 Toilet and bath soaps ‘ 45.4 261.8 533.9 
552-02-03 Other soaps and washing and cleaning preparations, n.€.s. except abrasive soap é 588.8 1,333.0 1,821.2 
599-02-00 Insecticides, fungicides, disinfectants (including preparations for animals) and other 

similar products, except medicinal products, fumigants, disinfectant soaps or 

deodorants . x 7 ‘ x 3 Z 3 A " 633.6 438.4 968.6 
611-01-02 Cured cattle and horse hides, n.e.s. : - ‘ j $ 104.2 342.3 548.8 
629-01-02 Wheels; n.e.s., and tyres (inner tubes) for vehicles of all types ‘ ‘ i . 870.6 644.8 1,007.4 
631-02-00 Plywood (triplay), including veneered wood . : ‘ 5 . 184.4 340.4 637.0 
631-03-00 Sheets of wood fibre and of other vegetable fibre (not paperboard) . 5 : 7 — 0.5 121.8 
642-01-02 Paperboard boxes for all uses, with or without printing, reinforced or not : ¥ 483.8 672.7 1,431.6 
651-03-00 Raw cotton yarn and thread, ‘unbleached and unmercerized . : ; 3 . 988.4 25125 725.0 
651-04-00 Cotton yarn and thread, bleached, dyed or mercerized . 137.1 660.8 670.3 
652-02-04 Cotton fabrics, bleached, dyed, etc., n.e.s., weighing from 80 to 150 grammes per 

square metre . : ‘ é ; d ‘ 546.8 351.4 1,439.4 
653-05-02 Rayon fabrics, n.e.s., unblended with other textile fibres 5 ‘ : 7 190.3 TST 626.3 
655-06-03 Other articles, n.e.s., made of rope, cord and cable of any textile fibre ; : : 205.6 172.6 220.8 
656-01-00 Bags and sacks of any textile fibre, new or used, with or without printing 3 ‘ 318.5 438.4 540.4 
656-03-05 Blankets, travelling rugs, coverlets and bedspreads of cotton, pure or blended . : 331.2 529.9 628.9 
656-04-03 Towels, face flannels, terry cloth or rattan bath-mats and other similar articles, of any 

textile fibre. ; 4 , : F ; : a A . 244.9 294.6 389.0 
661-02-00 Cement, except hydraulic lime ‘i A x ‘ 720.8 934.0 1,443.1 
699-01-04 Finished structural parts, n.e.s., of iron or steel, including mounted ‘structures F ‘ 1.8 56.9 210.0 
699-14-01 Kitchenware and aluminiumware, coated ornot . Z . 2 5 54.3 105.2 149.9 
699-21-05 Tubes of lead, tin, aluminium, etc., for salves, ointments and creams : , Z = 2:3 100.8 
721-02-00 Electric cells and batteries, dry . 18.9 2.2 573.9 
821-02-03 Other metal furniture, n.e.s., assembled o or not, with or without parts of other materials, 

including ice-boxes, stands, screens, filing-cabinets, etc., resting on the floor . A 152.4 183.8 307.0 
841-02-05 Under garments and nightwear, knitted or crocheted, or made of fabric, knitted or 

crocheted, of cotton pure or blended. ; — 237.8 448.0 


841-04-05 Under garments and nightwear, not knitted or crocheted, of cotton, pure or blended 282.5 518.5 710.1 


[AUCA 
sification 


[-11-01 
|-02-02 
|-04-00 
l-09-03 
07-01 
1-07-03 
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Table C. continued 


Description 1961 
Hats of any material (except felt or asbestos), for men and children. ‘ A A 184.4 
Other leather footwear, n.e.s. . ‘ i ‘ ‘ 21d) 
Rubber footwear of all kinds, including galoshes and slippers | ‘ : ; ‘ 210.7 
Footwear, n.e.s., of any materials, n.e.s. : 5 F ‘ fy ; 0.2 
Kitchenware, tableware and cutlery, of plastic materials | : 56.7 
Plastic ashtrays, soap-dishes, coat-hangers, ornamental articles for interior decoration 
and other items, n.e.s., for household use ‘ : 5 ; ‘ ‘ : 86.5 


1962 


360.8 
365.5 
259.1 
28.9 
89.5 


98.7 
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1963 


361.5 
620.6 
368.1 
201.5 
249.3 


133.0 


SOURCE: Permanent Secretariat of the General Treaty on Central 


1erican Economic Integration (Secretaria Permanente del Tratado de 


Integracién Econdédmica Centroamericana—SIECA), 


Chapter V 
EXPORTS OF PRIMARY COMMODITIES AND THE WORLD MARKET 
A. GENERAL TRENDS OF THE WORLD MARKET IN RECENT YEARS 


The value of total exports from Latin America in 1964 
is provisionally estimated to have increased again, by 6 
per cent over 1963, thus continuing the upward trend 
begun in 1963, which was brought about both by the 
expansion of the volume of exports from some countries, 
as well as the rise of external prices of certain primary 
commodities. Compared with the figures for 1962, the 
increase in the volume of exports from the whole region 
in 1963 was relatively small (little less than 2 per cent) 
while the unit values of exports increased slightly more 
(3 per cent). The most outstanding feature of 1963, and 
especially of 1964, was the reversal of the downward trend 
shown by the index of unit values of exports since 1954. In 
fact although the volume of exports expanded somewhat 
more than 50 per cent between 1954 and 1962, the 
advantages accruing from this increase were largely offset 
by the 25 per cent drop in the unit values during the same 
period. Preliminary estimates for 1964 indicate that the 
increase in the unit values of exports during the year is 
larger than that of 1963 (around 6 per cent), while volume 
rose by 1 to 2 per cent. Be that as it may, 1964, is the 
first year in which in Latin America both the unit values 
of exports and the terms of trade regained the 1958 levels, 
although both these indexes remained well below the 
1951-57 levels. 


This recovery is of special importance in the light of the 
emphasis placed in the studies and debates of the United 
Nations Conference on Trade and Development, on the 
persistent deterioration in the prices of primary commodi- 
ties and its unfavourable repercussions on the terms of 
trade between developing and industrialized countries. 
It is worthwhile, therefore, to examine in historical 
perspective—albeit for a period of only fifteen years—the 
evolution of the international commodity market during 
1963 and 1964. This will allow for a more balanced 
appreciation of the recent trends. 


The international price index of a group of seventeen 
commodities representative of the region’s total exports, 
increased by 11.5 per cent in 1963 and 3.9 per cent in 
1964— both figures set against those of the previous year. 
These increments mark a change in the index’s trend 
which had fallen every year since 1955. But the 1963 
increase barely meant a return to the 1958 level and the 
further improvement recorded in 1964 fell short of the 
figures reached in the period 1951-57 (see table 223). 


The index’s trend in the last fifteen years does not 
substantially change with the exclusion of petroleum, 
whose weight in the index is almost 30 per cent. It is 
useful to consider the behaviour of the price indexes which 
exclude petroleum, not only because Latin America’s 
petroleum exports are affected almost entirely by a 
single country (Venezuela), but also because of the 


g 1 The drop in the unit values of exports is even steeper (28 per cent) 
if petroleum exports are excluded, as shown by the figures published 
in the United Nations, Monthly Bulletin of Statistics. 
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special nature of petroleum quotations which in certai 
years do not adequately reflect the actual export prices. 


The annual variations of this index of sixteen commodi 
ties are in certain cases wider, but almost without excer 
tion they follow the same trend as the group of seventee 
products. Thanks to the increases recorded in 1963 an 
1964 (16.6 and 5.9 per cent, respectively) this index is 
per cent higher than in 1958, but still below the 1951-5 
levels. 


The variations of the whole index, taken by groups ¢ 
commodities, show that in 1963 the group of tropice 
products increased by 25.9 per cent over the previou 
year, thanks to sugar and, to a far lesser extent, to cacat 
The other products hardly changed at all (such as coffe 
and cotton) or dropped, as in the case of bananas. I 
1964 the annual variation in the aggregate for tropics 
products is minimal (barely 0.4 per cent higher) but th 
changes in the individual commodities are considerable 
the price of cacao and bananas dropped, and the fall i 
the price of sugar was particularly steep. The price ¢ 
coffee, bananas and extra-long staple cotton increase 
sufficiently to counterbalance completely the effect of th 
drop in the price of the other products. This group ¢ 
tropical agricultural commodities, more than any othe 
reflects the deterioration in the export prices of Lati 
American products. In 1962 the corresponding inde 
fell to its lowest point, about 20 per cent below the 195 
figure, which was already 13 per cent lower than th 
average for the period 1955-57. Compared with th 
severity of these drops, the variations recorded in th 
temperate agricultural products and in metals wer 
relatively moderate and the levels of the period 1963-6 
are not very far from those recorded during some of th 
years between 1951 and 1957 (see figures XXIX, XXX 
and XXXI and table 224). 

It would be very difficult to generalize about the cause 
underlying this evolution of price indexes by groups 0 
products. The price fluctuations answer to a complicate 
aggregate of relations that must be analysed commodit 
by commodity and in the specific conditions in which ead 
has access to the world market. An analysis of this kindi 
precisely the purpose of the present chapter. However, | 
few general comments are warranted. Firstly, in som 
cases when market prices have risen significantly (sugat 
coffee, meat, extra-long staple cotton and tin) the funda 
mental cause is a decline in production and thus th 
advantages of higher prices may be partially offset b 
reduced exports. As regards other products (woo! 
copper, lead and zinc) the most important influence on th 
market has been a high level of consumption in industri 
alized countries. The rise in prices of wheat and maiz 
reflected an increased demand in the countries that ar 
net importers. 

In certain cases, world market prices tend to give ai 
exaggerated picture of possible benefits for the exportin; 


i 
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Figure XXIX. Latin America: Prices of staple export products 
(Index: 1958 = 100) 
SEMI-LOGARITHMIC SCALE 


(A) TROPICAL PRODUCTS 


(8) OTHER AGRICULTURAL COMMODITIES 
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Sources: Prepared from basic data in the United Nations, Monthly 
Bulletin of Statistics, and International Monetary Fund, International 
Financial Statistics. 


® United States import price. 
b Excluding exports to the United States. 
¢ Exports to the United States. 


d Santos, Brazil. 

© Manizales, Colombia. 
f Mexican Matamoros. 
£ Brazilian, Sao Paulo. 
h Peruvian, Pima. 


Exports oF PRIMARY COMMODITIES AND THE WoRLD MARKET Zonk 


untry or countries. The prices of free market sugar in 
63, and those of copper sold on the London Metal 
change in 1964, are an illustration of this. The annual 
erage market price for raw sugar exported to the free 
arket rose from 2.98 cents per pound in 1962 to 8.50 
nts in 1963, i.e., by 185 per cent. During the same years, 
> price of sugar for export to the United States in- 
eased from 5.56 to 7.21 cents per pound, i.e., by 30 per 
nt. However, in 1963, a little less than 20 per cent of the 


ure XXX. World market prices for staple Latin American 
exports in annual figures and quarterly averages 


CUndex: 1950 = 100) 


NATURAL SCALE 
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oURCES: Prepared from basic data in the United Nations, Monthly 
letin of Statistics, and International Monetary Fund, International 
ancial Statistics. 


yar exported from Latin America went to the free 
irket, so that the high percentage increment in fre: 
irket prices had a relatively reduced significance for 
tin America. Furthermore, such sharp prices come 
out precisely because the quantities offered (or avail- 
le) on the market are so abnormally low that they 
come marginal. 


Copper prices on the London Metal Exchange during 
64 provide another example. Quite stable during 


1961-63, they rose steadily from the beginning of 1964. 
The gap between prices on the London Metal Exchange 
and those of the big producers in the United States, 
Africa and Chile, widened to such a degree in 1964 that 
in the last quarter of that year, when the price of Chilean 
copper sold by the big producers had gone up to 35 cents 
per pound, the market quotations on the London Metal 
Exchange fluctuated between 55 and 60 cents. Of course 
the amount of copper sold at these prices in London and 


Figure XXXI. World market prices for seventeen Latin American 
exports including and excluding petroleum in annual figures and 
quarterly averages 
CUndex: 1958 = 100) 
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Sources: Prepared from basic data in the United Nations, Monthly 
Bulletin of Statistics, and International Monetary Fund, International 
Financial Statistics. 


New York (where they reached similar levels) are very 
small and largely consist of secondary or recovered copper 
or the output of small producers. Most of the metal 
sales are controlled by the major world producers whose 
price policy is guided not only by the short-term market 
conditions but also by long-term prospects, including the 
competitive position of copper as against other metals or 
of other substitutes for certain uses. In the specific case 
of Chile, therefore, about 80 per cent of its exports 
continued to be sold at the prices of the big producers, 
while the remaining exports, from the medium and small 
mining companies, were probably in a position to benefit 
from the high prices on the London market. 


Although situations like those described above con- 
cerning sugar and copper are not frequent, when they do 
occur they completely distort the general pattern of price 
trends. The international price indexes of 1963 and 1964 
give an example of such distortion (see again table 223). 
According to these indexes, the price increase in 1964 was 
relatively small in the two aggregate indexes (one 
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including and the other excluding petroleum) and virtually 
negligible in the case of the tropical products. On the 
other hand, prices rose substantially in 1963, particularly 
in the group of tropical products. Considered separately, 


period 1952-62! a trend similar to that recorded during 
1963-64 occurred only in the years 1954, 1956, 1960, 
when out of the twenty-one market quotations included 
in the index, twelve or thirteen increased. Now as then, 


Table 224. Latin America: Export and import price indexes and terms of trade 
(1958 = 100) 


Export prices 


Terms of trade 


Year Excluding Import Excluding 
Total petroleum prices Total petroleum 
195057: : : . ‘ 101.7 109.3 82 124.0 133.3 
UPB - . 7 : n 116.5 129.4 97 120.1 133.4 
1952 ae ; C 3 ; 108.3 LUTE7 99 109.4 118.9 
1953. : c - ; 105.7 112.2 95 111.3 118.1 
1954. : 9 : 5 117.3 127.1 94 124.8 13522 
195509. : < ; ‘ 110.5 117.5 94 117.5 125.0 
19501 C : : A 110.0 117.8 98 112.2 120.2 
eye : 5 ; és 109.5 113.7 101 108.4 112.6 
1958' H . 3 ‘ 100.0 100.0 100 100.0 100.0 
1959: ‘ : 5 é 92.9 92.8 99 93.8 93.7 
1960 . A ; c : 92.6 92.9 101 OUT 92.0 
1961 . e ; : i 90.6 90.0 102 88.8 88.2 
1962 aus : c , : 89.8 88.9 102 88.0 87.1 
1963. : r 5 3 100.2 103.8 103 97.3 100.8 
1964. 4 a ; 104.5 109.9 104 100.5 105.7 
19639 . : s ‘ : 93.1 93.6 103 90.4 90.9 
1964° . 6 3 : Z 101.3 105.7 104 97.4 101.6 


Sources: Export prices, table 223; import prices, 
unit value indexes of manufactured products 
exported by the industrialized countries (United 
Nations, Monthly Bulletin of Statistics). 


Note: These terms of trade relate to the inter- 
national price indexes for 17 products exported by 
Latin America, which account for approximately 


the indexes confirm that except for free market sugar, the 
rise in prices in 1963 was slighter and affected fewer 
products than the increases recorded in 1964. To illustrate 
this, table 225 shows the annual variations that took place 
in the indexes in 1963 and 1964, depending on whether 
or not free market sugar prices were included.” 


The index of the seventeen products® shows a rise of 
3.4 per cent in 1963 over 1962, which comes close to the 
3 per cent increment indicated in the first instance for the 
index of unit values of the total exports of the region. 
Similarly, the increase of approximately 9 per cent in the 
total index for 1964 adequately reflects the higher prices 
of products as important to Latin American exports as 
coffee, meat and metals. 


Regarding the number of products whose prices went 
up, the period 1963/64 marks a turning point in the cycli- 
cal evolution of the world commodity market. Of the 
twenty-one market quotations included in table 223, 
eleven showed increases in 1963 and 14 in 1964. In the 


2 In the case of the copper quotations, the indexes for 1964 were 
adjusted by assigning a weighting of 80 per cent to the price of 
Chilean copper sold by producers in that country and a weighting 
of 20 per cent to prices on the London Metal Exchange. 


3 It should be noted that only the quotations of free market sugar 
are omitted, but the price rise for this product in 1963 and the 
subsequent drop in 1964 is indicated in the indexes for these years 
by the market quotations of sugar for export to the United States 


70 per cent of the region’s total exports. They differ’ 
therefore, from the terms of trade obtained by 
dividing unit value indexes for total exports by 
unit value indexes for imports, although over the 
long term the two results are very similar. bs 


® Indexes excluding free-market sugar prices. 


Table 225. Latin America: Annual fluctuations in export 


Tropical products 


Group of commodities 


All products, 


excluding 
petroleum. 


Total for 17 


indexes 1963-64 
(Percentages) 
1964 { 
ee a 
1963 
Including Excluding Including Excluding 

sugar® sugar® sugar® sugar® 

+25.9 + 6.6 +0.4 +10.5 ; 

+16.8 +4.9 +5.9 +12.9 

+11.6 +3.4 +4.3 +8.8 


products 


Source: Indexes presented in table 223. ; 
4 Including or excluding free-market sugar quotation 


many of these increments were short-lived, and the fi 
that prices rose for a specific number of products cann 
be said to constitute per se a fundamental change in 
evolution of the commodity market. And this is so n 
only by virtue of their temporary nature but mai 
because the conditions determining the slow growth 


4 The period 1952-62 is taken in order to exclude the rise in pri 
of 1950-51, which occurred owing to the special circumst: 
brought about by the Korean hostilities. 
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mand for primary commodities, compared with the 
nand for industrial products, have not changed at all, 
r has there been a moderation of the excessively 
ytectionist practices of industrialized countries. These 
tices have, through the application of quantitative 
trictions, excessive customs tariffs, and discrimina- 
ns of every nature, further aggravated the repercus- 
ns of such a slow growth of demand, by subjecting to 
m the countries least equipped to withstand them. 
rthermore, as the Latin American countries have 
inted out in a recent document, there is good reason 
be preoccupied by the fact that some industrial coun- 
s, after approving, in the Trade and Development 
nference, recommendations drawn up to facilitate 
de expansion in the developing countries, subsequently 
»pted measures which run counter to such recommen- 
ions. 

[he higher prices for export commodities recorded 
ring the past two years have, in turn, brought about an 
provement in the terms of trade.* A situation which 
recent years worsened the already unfavourable 
sequences of the drop in external prices has thus been 
tially remedied. In fact, as is indicated in table 224 
1 figure XXXII, while the price of export commodities 
s falling steadily and steeply during the period 1958-62, 
re was a slight but steady rise in the price of manu- 
tured goods imported by Latin America. Thus, the 
erioration of the over-all terms of trade by reason of 
drop in the price of export commodities was further 
sravated. Prices of manufactured products exported 
the industrialized countries were also rising in the 
ceding period—1955 to 1958—when prices of commo- 
ies exported by Latin America dropped sharply. 
dTowever, with respect to the figures for 1963-64, the 
tortion of the aggregate price indexes caused by the 
e market sugar prices in 1963 has been noted. There- 
€ a comparison may usefully be made—as has been 
ne in table 224—of the different results that are 
ained depending on whether or not the free market 
ce of sugar is included. Thus, the terms of trade in 1963 


See ECLA, Report of the fourth session of the Trade Committee 
©N.12/701). In resolution 18 (IV), adopted at that session, the 
nmittee decided: 

“To express its deepest concern at the unilateral decisions 
iken by some developed countries since the United Nations 
lonference on Trade and Development, as they are contrary to 
1e spirit and philosophy recognized by all the States signatories 
f the Final Act of the Conference and adversely affect the 
orresponding resolutions, particularly point 2 of the second 
art of Recommendation A.II.1 on standstill. These decisions 
vclude: (a) the delay in adopting the additional measures 
eeded for effective operation of international commodity 
rrangements, negotiations in respect of which have already 
oncluded; (6) the application of new tariff measures which 
mit exports of products from developing countries; (c) the 
nposition of quantitative restrictions on trade in commodities 
f interest to the developing countries.” 

See note to table 224. 


improved very slightly (scarcely 1.6 per cent), whereas in 
1964 the improvement amounted to 7.9 per cent. Further- 
more, it can be noted that in 1963 the terms of trade 
remained at a level 10 per cent {below the 1958 figure, 
which was already considerably below the figures for the 
previous years. The improvement of 1964 was therefore 


Figure XXXII. Latin America: Export and import prices and terms 
of trade 
CUndex: 1958 = 100) 
NATURAL SCALE 
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Source: Table 224. 


not sufficient to restore the terms of trade to the already 
low level of 1958. 

All these indexes, of course, serve to illustrate trends or 
changes for Latin America as a whole, but do not apply 
to any country in particular. In the following section, 
where each commodity is considered separately, it will 
be seen that in respect of many commodities both the 
external price and the terms of trade still remain—in 
spite of the improvement in the last two years—at low 
levels compared to those of earlier years. 
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B. POSITION OF LATIN AMERICA’S STAPLE EXPORTS DURING THE LAST FIFTEEN YEARS 


1. TROPICAL-ZONE AGRICULTURAL COMMODITIES 
(a) Sugar 


During the years 1963 and 1964 world market sugar 
prices fluctuated very widely. This instability assumed 
exceptional proportions in free-market trade, i.e., that 
carried on outside the preferential areas of the United 
Kingdom and the United States. On the other hand, 
although price fluctuations in the United States market 
were relatively smaller and less frequent than in the free 
market during most of the period, the ratio between 
prices in these two markets has undergone a radical 
change in the past two years.’ 

The greater relative stability of the United States 
market is due to the system of import quotas regulating 
total sugar supplies. In contrast, the so-called free 
market is, up to a point, marginal; its import require- 
ments vary sharply according to the sugar-beet harvests 
in the European countries. Accordingly, free-market 
prices tend to decline when the import requirements of 
the countries in question decrease, and vice versa. 


The International Sugar Agreement of 1953 and its 
successors aimed at imparting a measure of stability to 
free-market sugar prices by regulating the exports of the 
signatory countries, basic quotas being reduced by 
specific percentages when prices dropped below a certain 
minimum level. By this means, a halt was called to the 
downward trend that prices in the free-market area were 
registering when the 1953 Agreement came into force, 
and quotations remained at the minimum level established 
by the Agreement from the beginning of 1953 to mid-1956 
(see again figure XXIX). 


The Suez crisis, however, forced up prices sharply and 
rapidly from the end of 1956 until mid-1957; during the 
second-half of the latter year, no less rapid a price 
landslide ensued, so that once again the export controls 
established under the Agreement had to be applied. 
Another brief spell of relative stability was thus secured 
during 1958, but as from 1959 prices began to decline 
again, and continued to do so almost up to the end of 
1962. Throughout this period of approximately three- 
and-a-half years, free-market sugar prices fell short of 
the minimum level stipulated in the Agreement, and on 
various occasions dropped as low as in the pre-war 
period. This was undoubtedly partly because, from mid- 
1960 onwards, the United States market embargo on 
Cuba’s sugar quota flooded the free market, just in a 
year when the European countries’ import requirements 
were reduced by the expansion of their domestic produc- 
tion. 

Moreover, the embargo referred to, and the changes 
in trade flows which it brought about, destroyed the 
spirit of international co-operation displayed by the 
exporter countries signatories of the Agreement, with the 
result that it proved impossible to reach an understanding 
on basic export quotas for 1961. Consequently, the 
provisions of the Agreement relating to quotas and price 


7 The sugar trade in the United Kingdom’s preferential area is 
conducted on the basis of contract prices which are negotiated 
annually under the terms of the Sugar Agreement of the British 
Commonwealth, and therefore not affected by market fluctuations. 
Latin America’s exports of sugar to the United Kingdom are, of 
course, subject to the free-market price régime. 


levels have been inoperative since that year. Quotations 
in the free-market area during 1961 and the first half of 
1962 stood considerably below the minimum established 
under the Agreement. Table 226 shows how sharp were 
the downward movements that took place in this period, 
and how wide were the fluctuations registered in the next 
two years. 

As from August 1962, prices began to recover, and bj 
the end of that year had reached levels unprecedentec 
except during emergencies such as the hostilities in Korea 
and the Suez crisis. This upswing, and the similar 
movements which ensued in the course of 1963, wer 


Table 226. Raw sugar: Monthly averages of New York quotation: 


free market 

(Cents per pound) 
1961 1962 1963 1964 
January ‘ 2 a3-03 2.30 5.41 10.64 
February : 2.97 2.36 6.05 9.11 
March A Le 2.97 2.65 6.62 7.43 
April . : 2) 9824 2.69 7.65 8.05 
May . ; 93:35 2.60 10.36 7.12 
June sae ‘ 3320) 2.63 9.92 5.33 
July ; é 5g 305 2.92 9.05 4.80 
August . . SRD) 3.24 6.63 4.37 
September . a 209 3.18 7.63 3.71 
October ‘ eee Si, 3.28 10.67 3.70 
November. eee 2%) 3.45 11.63 3.40 
December Bee) 4.28 10.36 2.76 
Annual average . 2.91 2.98 8.50 5.87 


re 
Sources: United Nations, Monthly Bulletin of Statistics: and United 
States Department of Agriculture, Sugar Report, No. 152, January 1965. 


mainly due to the severe contraction in Cuba’s pro- 
duction, in conjunction with the decrease in the output 
of net importer regions, especially Europe. In facet, 
world production, which in 1960/61 reached a peak of 
60 million short tons, fell in the two following seasons to 


million in 1961/62 and 1962/63, respectively. Further 
more, this reduction of the export surpluses of the leading 
free-market supplier coincided with a decline in Wester 
Europe’s production from a maximum of 10.6 million 
short tons in 1960/61 to 8.4 and 7.8 million in 1961/62 and 
1962/63, respectively, so that the region’s import re 
quirements considerably increased. In 1963/64 anc 
1964/65 the process was completely reversed; world 
production in the latter year exceeded the previous 
record, reaching 65.7 million short tons, while the outpul 
of Western Europe also attained a new peak (11.3 millior 
short tons). This explains why prices fell so steep 
during 1964, until by the end of the year they hai 
dropped in the free-market area to levels as low as thos 
registered in 1961. 

In the case of sugar for export to the United State 
market, price trends showed a higher degree of stability 
as was previously pointed out, because the total volum 
of supplies in that market is regulated by the allocatio) 
of domestic production and import quotas. The price 
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Table 227. Centrifugal sugar: Output of selected countries, and total world production 
(Thousands of short tons, in terms of raw sugar) 


Percentages of world total 


Me Other Regional Total 
a Brazil Argentina Mexico Peru ee eee, pee Cuba fae ae Excluding ae 
countries Cuba America Cuba America 
8/49. = 1,647 660 754 424 526 463 4,574 5,761 10,335 31,628 14.5 32.7 
9/50 . 1,480 641 692 479 524 518 4,334 6,127 10,461 32,225 13.4 B2t) 
iO/51 ... .1,740 718 783 515 582 569 4,907 6,348 11,255 36,708 13.4 30.7 
a2... 1,857 760 807 528 648 572 5,172 7,964 13,136 38,350 1335 34.2 
53... 2,151 654 911 675 668 654 5,713 5,687 11,400 36,456 15.7 313 
3/54 . 2,328 829 960 688 699 716 6,220 5,472 11,692 41,525 15.0 28.1 
4/55  . 2,479 908 1,053 730 677 859 6,706 5,001 11,707 = 41,996 16.0 279) 
i060 =. 2,482 681 870 TTA 774 919 6,500 5,229 11,729 43,464 14.9 27.0 
gGia7y 2 2,630 850 1,190 763 831 979 7,243 6,252 13,495 45,631 15:9 29.6 
iss ~ 3,106 767 1300 769 867 972 7,792 6,447 14,239 49,164 15.8 29.0 
S/59M 5 «3,770 1,185 1,460 794 994 1,076 O21) 6,574 15,853 54,142 7a 29.3 
9/60 . 3,560 1,041 1,731 904 947 1,155 9,338 6,462 15,800 53,923 7S: 2933 
O/6I. « 3,791 903 1,603 891 962 1,369 9,519 T,A59 16,978 60,050 15.8 28.3 
62). .3,934 754 1,647 858 939 1,494 9,626 5,308 14,934 57,093 16.9 26.1 
103m. 93,750 858 1,870 904 847 1,685 9,740 4,211 13,951 54,895 lgce 25.4 
3/64 . 3,606 1,157 2,089 882 970 1,742 10,446 4,000 14,446 59,317 17.6 24.3 
Al65* . 3,939 1,063 2,368 915 1,000 2,018 11,303 4,500 15,803 65,693 12 24.0 


Sources: United States Department of Agriculture, World Agricultural Production and Trade, November 1964; and Foreign Agriculture Circular 
rar (several issues). 


ure XXXII. Raw sugar: Export price in annual figures and of imported sugar, therefore, are brought into line with 
quarterly averages those received by domestic producers. Except in periods 

Gayrene AVANTE Sa of emergency (during the Second World War, the hostili- 

ties in Korea and the Suez crisis), United States market 

Bee 66 peeled wale prices have been higher than free-market prices in relation 


to which, in other words, they have enjoyed a premium. 
During the emergency periods, prices in the free-market 
area rose above those of the United States market, so 
that the latter were at a discount in relation to the former 
(see table 228 and figure XXXII). 


10 One such emergency period occurred in the course of 
1963, and, for the reasons indicated above, prices in the 
free-market area increased so considerably that United 
States market prices remained at a discount from 

5 January 1963 to May 1964. It is worth noting that 

4 during this period the discount in question was greater 
than on any previous occasion. This was partly because 

3 sugar available for immediate delivery was in very short 
supply at certain times, with the result that free-market 

1948 50 35 5G aa TS GHLIVRIE aS prices soared; and partly also because there was an 

re ee er cae > a musere. | 1864 intensification of the speculation pein the he uae 

’ gave rise. In this case, as has already been pointed out 

Dollar Leese tate th tl Ua halal te in connexion with another product, the extremely high 

] price increases certainly corresponded to very small 

volumes of transactions. 


At the beginning of the present chapter, attention was 
drawn to the limited significance of the upward trend of 
prices in the free-market area as regards total exports 
from Latin America (excluding Cuba). As can be seen 
in table 229, prior to 1960 the free-market area absorbed 
approximately 90 per cent of Latin America’s sugar 
exports (excluding those of Cuba). From that year on- 

wards, the redistribution of part of Cuba’s former 

ee a ee Re a aera United States market quota to other Latin American 
ith alee countries substantially raised the proportion of exports 

OURCE: United States Department of Agriculture. “Sugar Statistics shipped to the United States, and consequently reduced 


d data’, Bulletin No. 293, September 1961; Report eis 
. eo yenuary Eee NI poorer! ae ons es the share of the free-market area, which in 1962 dropped 
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to barely 7 per cent of total exports. The expansion of 
demand in the free-market area during 1963, and also, 
no doubt, the fact that its prices were better ‘than those 
in the United States market, encouraged an increase in 


Table 228. Raw sugar: Export prices 


(Cents per pound) 
Unit value of 
Peru’s raw 
For export Forexport Premium or sugar eon 
Year to the to the discount (Undex: 
United States free market te 1958 = =, 100) 
1948. : . 4.64 4.23 +0.41 118.6 
1949. : . 4.94 4.16 +0.78 105.4 
1950 . : ‘ 5.09 4.98 +0.11 119.6 
1951 : : : 5.07 5.67 —0.60 155.5 
1952s ; = 19:35 4.17 +1.18 140.5 
1953 c ; : 5.43 3.41 +2.02 101.5 
19547 : SxS SEA! 3.26 +1.95 92.5 
19558): ; ve e000: 3.24 +1.76 90.5 
L95On =. ‘ Soils) 3.48 +1.62 91.6 
2957.0 : 7 65530 5.16 +0.14 123.2 
195355: 2 ~) Al 3.50 +1.91 100.0 
1959 é 5 SEER) 297 +2.38 95.2 
1960: , BEES) 3.14 +2.21 109.7 
1961 ; ; re 6 2.91 +2.45 141.8 
1962.00: : » 19.96 2.98 +2.58 138.8 
1963 ; c op PA 8.50 —1.29 USGS) 
1964 ‘ 8 5.87 +0.11 219.6° 
1963 
LANs ; ; 5.69 6.03 —0.34 
The ; ; 8.44 9.31 —0.87 
LUE oe . . 6.45 Uelbs —1.26 
TV 3 . 8.24 10.89 —2.65 
1964 
dl ease Z 28 9.06 —1.78 
LO ae : 5 6.83 —0.91 
Tl: ‘ = a529 4.29 +1.00 
Ly as a a, asad 3.29 +2.12 


Sources: United States Department of Agriculture, “Sugar statistics 
and related data’, Bulletin No. 293, September 1961; Sugar Report No. 
152, January 1965. 


4 Premium or discount on United States market prices in relation to 
prices in the free market. 


b Official foreign trade statistics for Peru. 
© First six months. 


total shipments to the free market, but in any event it 
absorbed only 20 per cent of total exports from Latin 
America (excluding Cuba). Accordingly, the unit value 
of the exports of Latin American countries reflects both 
the variations in price levels in the free-market and in 
that of the United States, and the changes that took place 
in the volume of exports received by each of these 
markets. A case in point is the unit value of exports 
from Peru (see again figure XXXIII). In 1948-59, the 
variations in unit values followed approximately the same 
course as price fluctuations in the free-market area. 
During this period, Peru’s exports to the United States 
averaged only 12 per cent of the total volume. In 1960 
and 1961, the unit value of exports substantially increased 
—although prices did not rise in either of the two 
markets—owing to the deflection of external sales from 
the free-market area to the United States market. The 
price upswing registered in 1963 was not fully reflected 
in exports in the same year; as can be seen in figure 


XXXII, the unit value of exports in 1963 was only 13.3 
per cent higher than in 1962,8 whereas in the first half 
of 1964 (when market quotations were already sharply 
declining) it showed a substantial increase in relation to 
1963. 


The embargo on Cuba’s quota in the United States 
market did not merely represent a change in the list of 
sugar suppliers to the market in question. It also con- 
stituted a volte face in United States sugar policy, in 
respect of two such important matters as the quota 
allocated to domestic producers and the premium usually 
enjoyed by United States market prices in relation to 
those prevailing in the free-market area. As regards the 
former, the share of domestic producers in total supplies 
increased year by year. With respect to the latter, the 
1962 Sugar Act established a system of duties on imported 
sugar, with the aim of partly or wholly absorbing the 
overpricing existing in the United States in relation te 
the international free market. Under the terms of this 
legislation, sugar imports against the global quota were 
subject to a duty equivalent to the difference between 
prices on the free market and on the United States 
market, while the duty payable on imports against each 
country’s basic quota was equivalent to 10 per cent of 
the duty established for the global quota, a proportior 
which was afterwards raised to 30 per cent.® The 
evolution of prices in the free-market area from the 
beginning of 1963 onwards deprived these duties of theit 
significance, as the premium on United States market 
prices disappeared. As from mid-1964, when the slum 
in free-market prices implied the restoration of the prem: 
ium, the United States Government once again imposed 
the duties at the rates indicated in the 1962 legislation 
This Act, however, was allowed to lapse at its date 
expiry (December 1964) and, consequently, the duties i 
had established were abolished. 

The sugar output of Latin America (excluding Cuba 
expanded considerably during the period 1948-64, at 
slightly higher rate than world production. In Cubs 
output from 1963 to 1964 contracted sharply, partly 
owing to distortions in the organization of productic 
and partly also to damage and losses caused by hurricanes 
(see again table 227). However, the 1965 crop of ove 
6 million tons was within the average range of most Ol 
the years between 1948 and 1960. It also means 
Cuba’s position on the world sugar market in 1965 


America (excluding Cuba) was used for home 
sumption. The expansion of external sales was n¢ 
commensurate with that of production, and if Cuba i 
included in the region as a whole, Latin America 
exports will be seen to have registered no significa 
increase during the last fifteen years (see table 230). 
Cuba is excluded, it will be clear that the exports of th 
remaining Latin American countries did increase sul 
stantially, especially from 1960 onwards, when the po! 
sibilities of exporting to the United States (at that tim 


8 The same is true of the unit value of Mexico’s raw sugar expor 
which in 1963 exceeded the 1962 figure by only 13.1 per cent. — 

® The basic quota is that allocated to each country under 
Act. The global quota is made up of the undistributed quotas | 
countries with which the United States does not maintain dipl 
matic relations (at present, Cuba). This global quotais redistribut 
among the basic-quota countries. 


\ 
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a basis of prices more favourable than those of the 
¢ market) greatly encouraged production. The possi- 
ity that an import duty may offset the higher price 


but was resumed as from the beginning of 1964. In the 
latter year, average prices of Bahia cocoa bean were 
13 per cent lower than the average figure for 1963, which 


Table 229. Centrifugal sugar: Exports from selected Latin American countries, by areas of destination 


Total for five 
major exporters* Percentage shipped to Cuba Percentage shipped to 

Year (thousands (thousands _ 

of tons) United States Rest of the world of tons) United states Rest of the world 
1952 3 2 905.0 6.1 93.9 5,007.7 S302 46.8 
1953 : . 1,269.4 7.0 93.0 5,516.3 45.2 54.8 
1954 : Ee 7820 8.0 92.0 4,226.1 57.0 43.0 
1955 , . 1,828.6 a25: 94.5 4,644.1 55.4 44.6 
1956 6 pee 20322 8.5 91.5 5,394.2 52:1 47.9 
1957 : co dlepetesiea! 10.1 89.9 5,307.0 52.5 47.5 
1958 3 oe 2,064.7. 11.2 88.8 5,631.6 57.6 42.4 
1959 ‘ 1933.3 14.5 85.5 4,951.9 59.3 40.7 
1960 5 . 3,043.0 39.3 60.7 5,634.5 34.6 65.4 
1961 : . 2,888.7 62.3 Sita 6,413.6 = 100.0 
1962 5 2012 92.6 7.4 5,130.9 — 100.0 


1963 : » | 2,318:0 80.2 
1964> “ies ap 


Source: International Sugar Council, 1963 Sugar 
Yearbook. 

“Including exports from Argentina, Brazil, 
Dominican Republic, Mexico and Peru. Country 


19.8 3,520.5 = 100.0 


totals are shown in table 230. 


b In mid-1965 no complete data on the destination 
of exports was available. 


Table 230. Centrifugal sugar: Exports from Latin American countries 
(Thousands of tons) 


Other 
Argentina Brazil Mexico Peru Dominican Latin 
Republic American 


countries 


8 == BANG 15617 35125 384.0 45.3 
? == 56.5 138.4 285.2 441.9 47.3 
0 — 24.0 20.5 276.8 430.7 69.2 
l — 18.4 os 258.8 481.8 105.5 
2 = 43.3 94 304.8 547.5 51.3 
3 = 246.5 58.5 410.8 553.5 58.0 
4 = 150.5 129 422.2 532.4 35.3 
5 83.7 581.0 79.8 482.9 601.2 68.7 
6 a 23.4 34.1 428.3 717.4 110.6 
7 89.2 408.9 93.9 496.3 794.8 204.0 
8 ws 775.8 187.4 410.7 690.8 62.9 
) = 605.9 134.5 498.8 694.2 eS 
) 113.0 854.8 462.4 513.7 1,099.1 120.9 
l 186.6 744.9 611.5 552.3 793.4 PANS S) 
2 32.9 478.6 350.2 462.7 845.8 289.8 
3 339.7 486.7 377.4 480.5 671.2 323.7 
1 - 60.0 270.00 486.2 428.4 aes ENS 


As percentages of 
world total 


Total Total —_ 
excluding Cuba for World Total for 
Cuba Latin total Excluding Latin 

America Cuba America 
1,278.5 5,904.9 7,183.4 10,700.0 1129 67.1 
969.3 4,950.9 5,920.2  10,400.0 9.3 56.9 
821.2 5,260.8 6,082.0  13,100.0 6.3 46.4 
864.5 5,441.6 6,306.1 13,050.0 6.6 48.3 
956.3 5,007.1 5,964.0 13,050.0 The 45.7 
1,327.4 5,516.3. 6,843.7 14,450.0 9.2 47.4 
1,213.6 4,226.1 5,439.7 14,809.0 8.2 36.7 
1,897.3 4,644.1 6,541.4  16,012.0 11.8 40.8 
1,313.8 5,394.2 6,708.0 16,202.3 8.1 41.4 
2,087.1 5,307.0 7,394.1 17,246.4 12.1 42.9 
2,127.6 5,631.6 Wel O2. 17,090.7 12.4 45.4 
2,030.9 4,951.9 6,982.8 16,651.1 Pap 41.9 
3,163.9 5,634.5 8,798.4  18,251.9 16.4 45.7 
3,108.6 6,413.6 9,522.2 22,210.6 14.0 42.9 
2,460.0 5,130.9 7;590.9" 20;567.5 12.0 36.9 


2,679.2 3,520.5 651997) 9133.6 14.0 32.4 


Source: International Sugar Council, 1963 Sugar Yearbook; ibid., Statistical Bulletin, April 1965. 


® Provisional. 


sls may, of course, discourage a certain number of 
intries which in recent years have exported small 
umes to the United States market. 


(b) Cocoa 


fhe downward trend followed by external cocoa bean 
ces since 1959 was briefly interrupted during 1963, 


was already modest in relation to the levels recorded for 
most of the period 1950-63. 

A characteristic feature of the world cocoa market 
during the post-war period was the close relationship 
between the fluctuations in world production and the 
level of prices. In both cases, the variations were frequent 
and marked, and were not mitigated (as was sometimes 
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managed in respect of coffee) by joint action on the part 
of producer countries. Only in mid-1964 did a small 
group of these countries take steps to intervene in the 
world market with a view to safeguarding price levels, 
without, however, attaining their end. 

The development of world cocoa bean production has 
been somewhat uneven over the long term. But in the 
past six years there has been a very steady expansion, 
mainly concentrated in Africa. In the Latin American 


Table 231. Cacao: World production, by major producer regions 


World total Latin America Africa 
Year (thousands of 


Other regions 


long tons) Percentages 
1947/48 . : 3 591 30.1 66.0 329) 
1948/49 . : . 781 32.0 64.9 Sail 
1949/50 . : 5 754 33.8 63.1 3.1 
1950/51 . 5 5 802 8355 63.3 32 
1951/52 . : 5 642 25.9 70.4 SH. 
1952/53 . = 796 33.0 63.4 3.6 
1953/54 . A . 774 36.6 59.9 3.5 
1954/55 . , ; 798 34.1 62.3 3.6 
1955/56 . ‘ : 840 351 61.5 3.4 
1956/57 . - : 893 Spr 64.5 3.4 
1957/58 . ‘ P 767 38.2 57.6 4.2 
1958/59 . ‘ : 905 34.5 61.8 3.7 
1959/60 . A . 1,041 33.8 62.6 3.6 
1960/61 . A a L172 24.0 73.0 3.0 
1961/62 . : st27 23.9 72.8 3:3, 
1962/63 . : 5 LISI! 23.8 72.6 3.6 
1963/64 . : = 216 23:5 72.9 3.6 
1964/65 . 5 2 15550 19.1 771.6 333 


Sources: Gill and Duffus, Cocoa Statistics, London, May 1964; 
Cocoa Market Report No. 181, London, 5 April 1964; United States 
Department of Agriculture, Foreign Agriculture Circular, November 
1964. 


countries virtually no increase has been achieved, so that 
this region’s share in the world total has shrunk consider- 
ably (see table 231 and figure XXXIV). But the growth of 
world production has not been accompanied by a cor- 
relative expansion of consumption, and as, moreover, 
the producer countries did not succeed in past years in 
concluding agreements to finance carry-over stocks, the 
production surpluses registered during the last six years 
have forced down prices and resulted in the piling up of 
inventories in the consumer countries. For example, 
between 1958 and 1963, the cocoa inventories of the 
leading consumer countries increased from 217,000 to 
527,000 long tons, i.e., by 143 per cent (see figure XX XV). 


In Latin America as a whole, the relative stagnation 
of total production of course implied a stagnation and 
even a falling-off in the region’s total volume of exports. 
The data presented in table 232 show that Latin America’s 
share in world exports, which had averaged 26.1 per cent 
in 1948-50, dropped to 14.8 per cent, on an average, in 
1962-64. Within this regional total, certain changes are 
observable. There was a sharp contraction in Brazil’s 
exports, which was not offset by the increases registered 
in the external sales of Costa Rica and Ecuador, and, 
very recently, Mexico. Other traditional exporters, such 
as the Dominican Republic and Venezuela, also witnessed 
a reduction of their exports in the last three years of the 
period. Furthermore, the decline in cocoa exports from 


Brazil and the Dominican Republic cannot be ascri 
to the influence of an expansion of their exports of cocoa 
products; on the contrary, in both these two countries 
(Latin America’s only exporters of cocoa in process 
forms) external sales of the latter decreased in conjunctio 
with cocoa bean exports. 

Endeavours to introduce measures of international 
co-operation among cocoa bean producers were as 
numerous as they were fruitless. Fresh proposals to 


Figure XXXIV. Cocoa beans: World production by select 
countries and regions 


(Thousands of long tons) 


NATURAL SCALE 


1947/48 49/50 
Source: Table 231. 


negotiate an international cocoa agreement were bein{ 
mooted from the time of the 1949 price landslide on 
wards, but it was not until 1958 that a sufficient numbet 
of importer and exporter countries were induced t 
consider the general features of a draft agreement. Th 
preliminary negotiations, however, dragged on unt 
1963, and when the United Nations Cocoa Conference 
finally met in September of that year, it proved impossibl 
for the countries represented to reach agreement on 
minimum level at which the agreement would seek t 
stabilize prices. The Conference was therefore brougl 
to a close, after the adoption of a resolution whereb 
the Secretary-General of the United Nations was autho! 
ized to convene it again when he deemed that condition 
were favourable for a renewal of negotiations.!° 


10 See United Nations Cocoa Conference 1963 (E/CONF.49/R. 
4 November 1963. In early 1963, at the request of several produce 
countries, the United Nations Cocoa Conference was conyen 
again by the Secretary-General of the United Nations Trade an 
Development Board. 
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The year 1963, when the aforesaid Conference was 
id and the principal negotiations relating to the draft 
reement were conducted, witnessed a slight improve- 
nt in prices over the 1961 and 1962 levels. Among the 


ure XXXV. Cocoa beans: Production, exports, grinding and 
stocks 


Undex: 1958 = 100) 


NATURAL SCALE 


WORLD PRODUCTION 


WORLD EXPORTS 


WORLD GRINDING 


STOCKS IN 
CONSUMER COUNTRIES 


eee eee Spey py sl. | 
1948 50 55 60 65 


SOURCE: Table 234. 


ntributory factors were, firstly, the expectations based 
the Conference itself (that is, the hope of an inter- 
tional agreement to establish export quotas in the near 
ture), and, secondly, crop estimates, which indicated 
substantial contraction in relation to previous years. 
it neither was the international agreement adopted, 
r did world production decrease to the extent pre- 
sted. As a result, the downward trend of prices 
arpened early in 1964, and the improvement registered 
1963 soon vanished. Estimates of world production 
r 1964/65 emphasized the weakness of the market, 
ice they indicated a further increase in total output. 


This, in combination with the high level of cocoa bean 
inventories in the importer countries, gave rise to the 
critical situation which exporters of this product have 
had to face in the recent period. 


The failure of the Cocoa Conference in 1963 and the 
steady deterioration of prices during 1964 induced a 
group of the leading world cocoa bean producers to 


Table 232. Cacao: World exports, by major exporter regions 


World total Latin America Africa Other regions 


Year (thousands of 
long tons) Percentages 
1948 4 5 3 582 23.7 72.7 3.6 
1949 5 : 5 712 26.7 70.6 aif 
1950. a ; 731 28.0 69.1 2.9 
1951 ‘ 3 3 665 24.2 72.6 3.2 
1952 S A F 610 21.0 76.1 2.9 
1953 A s ‘ 721 24.7 71.7 3.6 
1954 : 5 ‘ 683 29.0 67.2 3.8 
1955 , ‘4 688 30.2 68.0 1.8 
1956 5 7 > 751 28.0 68.7 33 
1957 oe ; : 775 24.4 12:5 Shall 
1958 Z 3 : 629 27.8 68.2 4.0 
1959 - < : TE 20.8 75.4 3.8 
1960 . 5 F 882 22.4 Te)? 44 
1961 : 0 1 999 17.3 79.6 Sol 
1962 ee F 7 1020 13.6 82.9 3:5) 
1963 i ‘ e021 15:3 80.1 4.6 
1964 , : ee 12005 14.9 79.6 5:5 


Sources: Gill and Duffus, Cocoa Statistics, London, May 1964; 
Cocoa Market Report No. 182, London, 10 May 1965. 


establish a Cocoa Bean Producers’ Alliance, the purpose 
of which is to intervene in the market by regulating 
exports. The members of this Alliance—Brazil, the 
Cameroons, Ghana, the Ivory Coast, Nigeria and Togo— 
account for approximately 80 per cent of the world 
output of cocoa. The basic export quotas for each of 
these countries will be fixed every year at a figure equi- 
valent to the peak volume of production in any of the 
six immediately preceding years. These basic quotas 
(from which countries whose annual exports are not 
more than 10,000 tons will be exempt as long as that 
volume is not exceeded) can be reduced by the Admini- 
strative Council of the Alliance when international 
prices remain for ten consecutive days at a level lower 
than the guide-price predetermined by the Council. 
This guide-price, in its turn, will be established at the 
beginning of each trade year (October to September in 
the case of cocoa beans) at a figure not less than the 
average price registered in the preceding twelvemonth, 
although in exceptional circumstances the Council is 
empowered to fix prices in accordance with a different 
criterion. 


At a meeting held in October and November 1964, 
the member countries set in motion the regulatory 
machinery established under the agreement whereby the 
Alliance was constituted. The guide-price was fixed at 
190 shillings per hundredweight, equivalent to 23.75 
cents per pound. London and New York quotations for 


11 See United States Department of Agriculture, Foreign Agri- 
culture Circular, Washington, D.C., November 1964. 
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cocoa beans stood at levels lower than this guide-price 
during the last quarter of 1964, despite the fact that the 
countries members of the Alliance adopted a series of 
measures designed to bring prices up to the stipulated 
minimum. The first of these consisted in a declaration 
that sales would be suspended for the length of time 


to 80 per cent of the basic quotas, while simultaneously 
the percentage of the annual quota that could be 
exported during the first quarter of the trade year (i.e., 
the fourth quarter of 1964- was also lowered. Although 
the data available are not complete enough for the 
effectiveness of all these measures to be evaluated, it is 


Table 233. Cacao: Imports, world total, and by selected countries 


Federal 


Feith United eal France Netherlands use he Rowe, os the 
Year (thousands of 
long tons) Percentages 
1948 565 43.7 18.9 8.8 Su 0.5 159 
1949 671 41.0 19.3 9.7 5.8 2S 21.5 
1950 724 36.7 17.4 9.5 9.0 74 20.0 
1951 654 37.6 14.7 8.4 8.2 8.6 22.5 
1952 615 38.2 15.0 7A 13 O77 pp RG | 
1953 689 34.2 16.8 6.8 9.4 10.4 22.4 
1954 686 31:2 19.1 13 74 10.6 24.4 
1955 675 31.1 18.4 6.2 8.6 10.7 25.0 
1956 714 3357 9.8 Theil 9.2 13.6 26.6 
1957 785 27.8 12.1 Tes) 9.6 13.5 29'5 
1958 648 28.9 13.3 8.5 9.4 13.7 26.2 
1959 W37. 27.8 10.4 1h) 10.0 13.8 30.5 
1960 858 Qe 10.7 6.5 9.6 13.1 32.4 
1961 979 34.3 8.7 ai) 10.9 12.6 27.6 
1962 1,005 27.8 10.7 6.8 10.0 13.4 EW IRS) 
1963 1,019 27.0 10.9 6.3 9.6 13.0 33.2 
1964 980 26.5 7.6 6.0 10.6 14.4 34.9 


Sources: As for table 232. 


Figure XXXVI. Cocoa beans: World exports by selected countries 


and regions 


(Thousands of long tons) 


NATURAL SCALE 


WORLD TOTAL 


M/s BFRICA 


“<1 REST OF 
LATIN 
AMERICA 


y BRAZIL 


OTHER 
COUNTRIES 


5 


1948 50 55 
Source: Table 232. 


64 


required to force prices up to the guide-price level; 
subsequently a reduction of export quotas to 90 per cent 
of the basic quotas was announced; and some weeks 
later these quotas were once again curtailed, this time 


Table 234. Cacao: Indexes of production, exports, milling an 


inventories 
(1958 = 100) 
Inventories 
Year World World World in consumer 
production* exports milling countries 

1948 77.0 92.5 W293 88.6 
1949 101.8 113.2 84.4 98.4 
1950 98.3 116.2 93.2 106.6 
1951 104.6 105.7 89.4 100.6 
1952 83.7 97.0 85.7 90.1 
1953 103.8 114.6 95.1 90.0 
1954 100.9 108.6 87.0 110.2 
1955 104.0 109.4 85.8 132.3 
1956 109.5 119.4 97.8 132.1 
1957 116.4 123.2 108.3 128.0 
1958 100.0 100.0 100.0 100.0 
1959 118.0 117.2 102.7 110.3 
1960 13537, 140.2 109.8 151.8 
1961 152.8 158.8 121.3 199.0 
1962 146.9 162.1 129.7 2317 
1963 150.8 162.3 135.4 243.1 
1964 158.5 157.4 140.0> 

1965 202.1» 152.3 


Sources: As for table 232. 


_* Production figures relate to the agricultural year ending in the yea 
given. 
» Provisional data. 


clear that their essential aim of bringing prices up to th 
guide-price level was not fulfilled. 
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The geographical distribution of world imports shows 
that import volumes in the leading consumer countries 
(France, the United Kingdom and the United States), 
although fluctuating widely in the course of the period 
1948-63, did not significantly increase. The relative share 


Figure XXXVII. Cocoa beans: Total Latin American exports, 


New York price and terms of trade 
CUndex: 1958 = 100) 
NATURAL SCALE 


100) 


QUANTUM OF 
eo EXPORTS 
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OF BAHIA COCOA 


TERMS OF TRADE 


1948 50 55 60 64 
Source: ECLA, on the basis of official statistics. 


of these countries in world imports is smaller now than 
at the beginning of the last decade. In Western Europe, 
the countries that substantially increased their cocoa 
bean imports were the Federal Republic of Germany, 
in the first place, and, on a smaller scale, the Netherlands 
and Italy. In 1964 world imports declined slightly as 
some of the chief importers, mainly the United Kingdom, 
used their stocks (see table 235). Outside Western 
Europe, the other importer country where a considerable 
expansion was registered was the Soviet Union. But 
as was previously pointed out, carry-over stocks in the 
consumer countries have mounted up in recent years, 
and import figures are not therefore a representative 
index of consumption. For this purpose, data on the 
grinding of cocoa beans are more useful. In France and 
the United States, cocoa processing, although varying 
significantly from one year to another, did not increase 
in the course of the period 1948-63, while in the United 
Kingdom it showed a marked decline in the more recent 
years in relation to the figures for the beginning of that 
period. On the other hand, it expanded to a noteworthy 


extent in the Federal Republic of Germany, the Nether- 
land and Italy. At the world level, although the volume 
of beans ground increased considerably (by 40 per cent) 
between 1958 and 1963, this increment was smaller than 
that registered by world production and exports (see 
figures XXXVI and XXXVII, and table 234). Accord- 
ingly, the inference is that the critical situation through 
which the cocoa market is passing is not attributable to a 
stagnation of consumption (although this does exist in 
some importer countries) but primarily to the great 
increase in output and the fact that production surpluses 
have piled up in the leading importer countries, enabling 
them to ignore the measures adopted by the producer 
countries to regulate exports. 


(c) Coffee 

World market prices for coffee improved considerably 
in 1964. The annual average for Brazilian grades was 
36 per cent higher than in 1963, and 23 per cent higher 
for coffee from Columbia and other Latin American 
countries. Even so, prices were lower than at any time 
from 1950 to 1957, i.e., before the beginning of the 
market depression, which lasted from 1958 to 1963. 


The evolution of coffee prices on the world market 
has traditionally been closely connected with changes 
in Brazilian production. For instance, in the thirties 
when large coffee surpluses were being stockpiled, world 
market quotations dropped to less than a third of the 
levels attained in 1925/26, and in 1958-63, another 
period of stockpiling coincided with a sharp fall in prices. 
Conversely, the gap between production for export and 
actual sales during the early years after the Second World 
War led to a steady rise in prices as soon as wartime 
controls were lifted; their rate of increase was moderate 
while the surpluses that had accumulated earlier were 
being disposed of but began to climb steeply as soon 
as they had all been sold (see figure XX XVIII). 


The coffee markets in 1963 had certain features in 
common with that of 1954, In both years the rise in 
prices was mainly caused by a drop in exportable pro- 
duction owing to the drought and heavy frosts in Brazil. 
But there were notable differences too. In 1954 the rise 
in prices began at a fairly high level, at a time when the 
major producers held no stocks over and above their 
normal operating inventories. This encouraged specula- 
tion on the coffee market, thereby pushing prices up and 
leading to changes in consumer habits—the preparation 
of a weaker beverage (i.e., containing less coffee) and the 
use of more low-quality coffee beans.” 


In 1964, on the other hand, the upward movement of 
prices started from the lowest point recorded since 1950. 
Furthermore, the stocks that had been accumulated 
in Brazil in earlier years were by then large enough to 
make up for any shortages in the new coffee harvest. 
Lastly, the new International Coffee Agreement was 
already in full force by 1964, thus providing the im- 
porting and exporting countries with an institutional 


12 Jt is interesting to note, however, that despite the high price 
of coffee in the United States in 1954, the proportion spent on it 
by consumers out of their per capita personal income was almost 
as much as the average for the period 1929-34, whereas per capita 
consumption was 36 per cent as much as in that period (see George 
Gordon Paton, “Coffee and the consumer in the United States’, 
Coffee Annual 1963, New York). 
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framework within which to discuss and adopt measures 
that would reconcile the producers’ legitimate interest in 
obtaining better prices with the need for price levels 
that would not discourage consumption. 

It should be noted that the rise in prices recorded in 
1964 fluctuated less often and widely than in 1954. This 
was partly due to the existence of fairly large stockpiles 


Figure XXX VII. Brazil: Exportable production, exports and price of 
coffee 
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in Brazil and partly to the steadying effect of the Inter- 
national Coffee Agreement. In fact, although some 
. producer countries opposed an increase in export quotas 
in November 1963,1° the increase was approved shortly 
afterwards in February 1964. Exports authorized for the 
coffee year October 1963 to September 1964 were thus 
increased from 99 per cent of the basic quota (at which 
they were then fixed) to 102.15 per cent. This increment, 
coupled with the non-quota permits given to a number of 
countries, raised authorized exports by 2.3 million bags 
to 47.2 million bags.* Later, in July 1964, the Council 
of the Agreement fixed quotas for the 1964/65 coffee 
year at 47.5 million bags (equivalent to 102.67 per cent 


18 At this time the rise in prices was still very moderate and was 
confined to Brazilian and African coffees, the prices of Colombian 
and other Latin American coffees remaining the same. 

14 These quotas are for exports to traditional markets. No such 
regulations apply in the case of expanding markets, which are 
listed in annex B to the International Agreement. 


of the basic quotas) and announced that, unless the 
decision was countermanded later, the quotas would be 
increased by 500,000 bags in January 1965 in line with 
market conditions. 

These successive increments in export quotas were 
apparently intended to refute the criticisms levelled at 
the International Coffee Agreement for being responsible 


Figure XXXIX. Coffee: World exportable production by principal 
regions 
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for the rise in prices. In the United States, for instance, 
these criticisms were taken seriously enough to stop 
Congress from passing a law making it compulsory for 
certificates of origin to be used in the international coffee 
trade. Without this legislation, United States ratification 
of the agreement was of no practical value at all.7® 


The rise in prices in 1954 and 1964 (although the latter 
was merely a partial recovery of previous levels) were 
associated with a sharp reduction in Brazil’s exports. 
In 1954 the volume of exports was 4.7 million bags 
(30.1 per cent) less than in 1953, and in 1964 4.5 million 
bags (23 per cent) less than in the preceding year. In 
both cases, the bulk of the reduction took place in exports 


15 An additional allocation of 500,000 bags was to be authorized 
in mid-April 1965 if market conditions made it necessary. However, 
coffee market conditions had altered to such an extent in the 
first few months of 1965 that these quota increases were cancelled. 

16 Lacking the necessary legislative authority, the Government 
instructed the customs officials to use a system of voluntary reports 
on the origin of imports. But this system does not make for full 
application of the articles of the Agreement with respect to certifi- 
cates of origin, and without these certificates it is impossible to 
ascertain whether the quotas are being fulfilled. The necessary 
legislation was adopted in May 1965. 
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armarked for the United States and reflects one of the the region as a whole) that are so characteristic of 
eatures of coffee demand in that market, namely, the Brazilian output (see figure XXXIX and table 235). 
reference of roasters for green (recently harvested) Although the sizable increments in world production 


offee. It also partly explains the apparent paradox of a between 1958/59 and 1961/62 originated in Brazil, the 


Table 235. Coffee: World exportable production, by principal regions 


Other Latin Total 
Total Brazil Colombia American Latin Africa 
(millions of countries America 
Year 60-kilogramme 
bags) Percentages 

1947/48. é 26.3 46.8 19.8 16.7 83.3 15.2 
1948/49. 5 31.3 54.3 17.9 15.6 87.8 11.2 
1949/50. : 29.3 Si:2 bast 16.1 85.0 14.0 
1950/51. 6 30.3 51.8 15.8 15.6 83.2 S52 
1951/52); c 29.8 48.3 17.4 1972 82.9 15.4 
1952/53. K 332 45.8 17.2 18.9 81.9 16.0 
1953/54. 5 34.3 41.7 18.4 16.9 77.0 18.9 
1954/55. : SSS) 41.9 16.8 18.9 77.6 20.0 
1955/56. 3 43.6 48.8 14.0 14.7 Ws) 1933 
1956/57. 2 34.6 33.8 16.8 19.9 70.5 24.3 
1957/58. 5 46.2 45.0 15.1 17.2 His 19.3 
1958/59. : 52.0 50.0 13.3 13.6 76.9 20.0 
1959/60. 5 66.4 Ski 10.5 12.6 78.8 18.1 
1960/61. ° 52.8 41.7 13:2 15.0 69.9 DIED 
1961/62. R 58.3 48.0 11.7 159 75.6 20.4 
1962/63. s 5357 SU 12.1 16.2 65.5 29.0 
1963/64. : 54.0 By 12.6 17.4 65.2 30.4 
1964/65. : 37.8 7163) 18.3 23.9 50.1 42.8 


Source: United States Department of Agriculture, 1965; Foreign Agriculture Circular, October 1964. 
World Agricultural Production and Trade, March @ipourthiestinnte: 


Table 236. Coffee: World exports by main regions of origin 


Other Latin 
Total Latin America Brazil Colombia American Africa 
(thousands of countries 

Year 60-kilogramme 

bags) Percentages 
1948 : =~ SPAMS 85.7 54.4 17.4 14.0 13.6 
1949 7 . 34,236 86.8 56.7 15.8 14.3 125; 
1950 4 5 29,228 82.5 50.6 15.3 16.4 15:9 
1951 . 5 31,840 81.3 S15 15.0 14.8 16.5 
1952 : 25185 82.0 49.1 15:6) 17.4 16.1 
1953 : : 34,647 83.1 45.0 19.1 19.0 15.1 
1954 7 . 28,918 Aol STs iOS) 19.4 20.0 
1955 . . 33,698 Tiled 40.7 17.4 19.0 21.0 
1956 i 5 GSESEM! 74.2 43.8 13.2 AT 2 22.6 
1957 A s 30,057 Tesd, 39.7 13.4 19.7 24.0 
1958 z . 36,505 72.0 35.3 14.9 21.9 24.0 
1959 é : 42,587 74.2 41.6 Heyl! 17.6 22.7 
1960 3 . 42,491 72.0 39)5, 13.9 18.6 Dee, 
1961 : . 43,672 69.6 38.9 13.0 17.6 26.6 
1962 , - 46,256 68.3 35.2 14.2 18.6 28.0 
1963 i ~ 9495139 69.8 39.7 12.4 17.6 26.9 
1964* : . 46,609 64.3 32.0 1357; 18.6 31.3 


Source: Based on export figures published by New York, and George Gordon Paton, Complete 
the Pan American Coffee Bureau, Coffee Statistics, Coffee Coverage, New York, April 15, 1965. 


ise in prices at a time when there were big stocks of salient fact is that Latin America’s share of world coffee 
offee left over from previous years. production and trade has been dwindlin gslowly but 

In Latin America as a whole (excluding Brazil), uninterruptedly ever since the Second World War as the 
xportable coffee production has been growing at a result of the rapid expansion in African output. Africa’s 
teady but moderate pace with none of the sharp and exportable production, which was 4 million bags in 


udden fluctuations (either for individual countries or 1947/48, soared to 16.4 million in 1963/64. The trend 
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of its external sales has been much the same. In the last 
three years Latin America’s average share has been 
67.5 per cent of the world total against an average of 
85 per cent in 1948-50. By contrast, Africa’s share 


Figure XL. Coffee: World exports by main regions of origin 
(Millions of 60-kilogramme bags) 
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Table 237. Coffee: World imports, by main regions 


Total United States Europe Other 
(thousands of countries 
Year 60-kilogramme 
bags) Percentages 

1948 A : . 31,696 66.2 22.9 10.9 
1949 é . . 32,756 67.5 23.4 al 
1950 : : PASH 62.5 23:5 9.0 
1951 : : . 31,658 64.3 Die. 8.4 
1952 5 : . 32,596 62.2. 29.7 8.1 
1953 : c . 34,025 61.9 29.9 8.2 
1954 « : P30; 102, SOLS 34.9 8.3 
1955 : : 5 sickly 58.1 33.9 8.0 
1956 F : . 37,199 Sil 34.8 8.1 
1957 : R oO o22 56.6 35.1 8.3 
1958 : - . 37,144 54.3 37.1 8.6 
1959": , . 41,894 55:5 36.9 75 
1960 . : ~  A2,s13 51.9 39.9 8.2 
1961 ‘ ‘ . 43,800 $1.1 40.6 8.2 
1962 ; ; . 47,119 52.7 39.8 8.1 
1963 . , . 48,540 49.2 41.8 9.0 
1964* . ‘ - 48,780 46.9 43.5 9.6 


Source: Pan American Coffee Bureau, Coffee Statistics, New York; 
acorae Gordon Paton, Complete Coffee Coverage, New York, June 3, 


expanded from an average of 14 per cent in 1948-50 to 
28.7 per cent in 1962-64 (see table 236 and figure XL). 


There are many reasons for Latin America’s loss of 
ground in world coffee production and trade,!” but only 


™” A long-term analysis of the world coffee economy is to be 
found in FAO, “The World Coffee Economy”, Commodity 
Bulletin Series (Rome, 1961). 


a few of the most important will be indicated here. 
Those interested in developing cash crops in Africa (to 
replace or supplement subsistence crops) found coffee to 
be highly suitable for the ecology of a number of areas. 
Figure XLI. Coffee: World imports 
(Millions of 60-kilogramme bags) 
NATURAL SCALE 
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Source: Table 237. 


Even before the majority of the African territories had 
achieved independence, the colonial countries themselves 
were encouraging coffee growing in order to have a 
guaranteed source of supply that would not have to be 
paid in dollars, and gave coffee preferential treatment in 
the metropolitan markets. Moreover, the expansion of 
world coffee demand in the post-war period was basically 
dependent upon the revival of European coffee imports 
and there, partly owing to the market preference and 
partly to the heavy consumer taxes imposed in several 
countries, tended to consist more and more of African 
coffees which were, in addition, cheaper than the varieties 
grown in Latin America. Even in the United States 
market—the traditional outlet for Latin American 
exporters—African coffee made substantial inroads 
because of the growing popularity of soluble coffee which 
can be made from the cheapest varieties. No less im- 
portant is the fact that the policy adopted for protecting 
coffee prices on the world market has consisted essen- 
tially in restricting exports from Brazil and Colombia 
(the two leading world producers), particularly before 
the International Coffee Agreement came into force. 


As has already been indicated, the growth of coffee 
demand in the past fifteen years was largely contingent 
on the volume of European imports. The United States 
continued to be the world’s major importer of coffee, but 
its total purchases expanded very little in volume and 
per capita consumption was even less than before (see 
table 237 and figure XLI). Meanwhile, European im- 
ports, which had amounted to 7.3 million bags in 1948, 
succeeded in outstripping their pre-war levels in 1956/57 
when they increased to 20.3 million bags, and thereafter 
continued to rise until they recorded 20 million bags in 
1963 and 21.2 million in 1964. Latin America has 
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viously played an important part in the upswing of 
les to Europe, particularly in the last few years when 
e restrictions that had been placed on imports from the 
lar area in the first part of the post-war period were 
olished. But in comparison with its standing in the 
e-war period, Latin America has undoubtedly lost 
ound, in both the European and United States markets 
ce table 238). 

The conditions in which Latin America was able to 
sp up the volume of its coffee exports to Europe began 
change in 1964 with the entry into force, on 1 June, 


ible 238. Coffee: United States and European imports, by main 
regions of origin 


Total Latin America Africa Others 
(thousands of 
60-Kilogramme 
bags) Percentages 
‘rope 
34-38 : nee LL, 632 71 16 13 
49-50 3 j 8,029 59 40 1 
Ge x ‘ = 12,956 59 34 7 
Bie * : = 12,930 56 35 9 
bs tits 4 S82 Sg, 36 7] 
59 5 . 15,474 62 33 5 
Ohi. 5 . 16,999 62 33 5 
61 3 5 . 17,800 61 32 7 
2 5 2 TRSRGHE 63 31 6 
63 z - . 20,300 62 32 6 
oF 4 on 21200 aa: ao 
tited States 
34-38 i pt3,159 97 2 1 
49-50 6 ~  PAU PTE) 97 3 a 
Bou. 0 2.13238 88 12 a 
Sf 4 i . 20,863 84 15 1 
58 3 ‘ . 20,169 85 ilfss — 
59 ; eee 255210) 87 13 == 
60 3 5 . 22,091 83 7, = 
61 3 . . 22,400 719 20 1 
62 : - . 24,549 78 PAI 1 
63 . 5 . 23,894 ai 21 2) 
fe»). y 22,690) 71 27 2 


Source: Pan American Coffee Bureau, Coffee Statistics, New York; 
eekly Coffee Market Letter, New York, February 19, 1965. 


’ the convention between the European Economic 
ommunity and the Associated African States. Under the 
rms of this convention a mechanism was set up, 
hereby imports of coffee from third countries (in this 
se Latin America and African States not associated 
ith the Community) are subject to the common external 
riff, whereas imports from the African associates are 
empt from payment of duty. Consequently, from 
June 1964 onwards, coffee imported by the Federal 
epublic of Germany, France and Italy from third 
yuntries carries an ad valorem tax of 9.6 per cent (which 
actually less than the former duty levied), while the 
snelux countries, where there are virtually no import 
ities, will apply an ad valorem tax of 2 per cent up to 
e end of 1965, of 5 per cent to the end of 1969 and the 
ll tariff of 9.6 per cent as of January 1970. Imports from 
e associated States will, of course, be exempt. 


The more immediate changes and economic repercus- 
ons that may result from the application of this 


discriminatory policy to exports of coffee and other Latin 
America commodities have been examined from different 
angles in studies by ECLA and other international 
organizations.1® It should be stressed, however, that the 
common external tariff is not the only duty levied on 
coffee. The high internal taxes that make coffee so 
expensive for the consumer, and have not been reduced 
to any appreciable extent in the last few years, have an 
even greater incidence. 


If, as is feared, the Community applies the common 
external tariff to imports of Latin American coffee, thus 


Table 239. Latin America: Indexes of price, quantum and value of 
coffee exports 


(1958 = 100) 

Price of 
Year Quantum  Currentvalue Santos 4 in Terms of 

New York trade* 
1948 ; ; - 104.9 56.0 56.0 
1949 : ‘ 29) 68.0 66.1 dee 
1950 7 5 : 91.6 O73 105.2 128.3 
1951 : : ‘ 98.5 111.3 112.0 MGS) 
1952 ‘ é . 100.4 115.7 115.6 116.8 
1953 : . a 09:5 129.4 119.6 125.9 
1954, 3 ‘i 84.8 128.4 162.6 173.0 
1955 5 ; : 98.9 116.2 118.0 125.5 
1956: ™. : . 108.4 126.2 120.0 122.4 
19577 F 5 99.6 115.4 117.6 116.4 
1958 : : . 100.0 100.0 100.0 100.0 
1959 ‘ 7 ,  A72 97.5 76.4 Tez, 
1960 A 5 LL L6.6 93.1 75.6 74.8 
1961 A , . 116.4 89.1 T4A.4 72.9 
1962. . ~ A2h2 89.4 70.3 68.9 
1963 : 3 5 LSIES) 92.0 70.5 68.4 
1964. F pee L149 aR 96.5 92.8 


Source: As for table 236. 


® The price index for Santos 4 divided by the index of unit value for 
exports of manufactured goods from the industrialized countries. 
b Preliminary estimate. 


causing them to stagnate or to expand less rapidly 
than consumption, the possibilities of developing Latin 
American exports undoubtedly depend on the few 
countries that are not major coffee importers at the 
moment. Of these the group of countries with centrally 
planned economies probably offers the best prospects. 
Imports by the Soviet Union and the Eastern European 
countries have increased appreciably in recent years, 
but even so, their aggregate purchases in 1964 (1.5 
million bags) did not improve upon the level reached in 
the preceding year. 


To conclude this review of coffee market trends, table 
239 and figure XLII present indexes for the price, 
quantum and value of aggregate Latin American exports 


18 See, in particular, ECLA, “The achievement of co-ordination 
in Latin American trade policy: relations with the European 
Economic Community’, Economic Bulletin for Latin America, 
vol. VII, No. 2; Recent events and trends in Latin American trade 
with the European Economic Community (E/CN.12/631), July 1962; 
FAO, Agricultural commodities and the European Common Market, 
Rome, 1962; Pan American Union, The effects of the European 
Economic Community on the Latin American economies, Washington, 
D.C., 1963; FAO, Agricultural commodities and the European 
Economic Community (E/CONF.46/45), 31 January 1964 (document 
ah die for the United Nations Conference on Trade and Develop- 
ment). 
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and also show the terms of trade for coffee. It will 
be noted that, as regards the external price and current 
value of exports, the trends in the five years leading up 
to 1964 were the exact opposite of those in 1950-57. 
But the most significant fact is that, despite the marked 


Figure XLII. Latin America: quantum and value of coffee exports, 
New York prices and terms of trade 
CUndex: 1958 = 100) 
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improvement in external coffee prices in 1964, the terms 
of trade for coffee in relation to those of manufactured 
goods exported by the industrialized countries had not 
yet regained their 1958 level and continued to be well 
below that of 1950-57. 


2. TEMPERATE-ZONE AGRICULTURAL COMMODITIES 


(a) Wheat 
Wheat prices on the London Market, which, at the 
beginning of 1963, had fallen slightly below their level 
in the two previous years, jumped in the last quarter of 
1963 to 15 per cent over their level in the first quarter. 
But their improvement was short-lived, being largely a 
result of the intensification of activities in the world 


= 


wheat market following the Soviet Union’s purchases 
of wheat in 1963/64, which were of a stopgap rather than 
a permanent nature. In fact, the improvement in prices 
lasted only until the first quarter of 1964, when it was 
replaced by a persistent downward movement that con- 
tinued to the end of the year. Consequently, the average 
for 1964 was only 3 per cent higher than for 1963. In 
relation to the averages for 1961 and 1962 it was 5 and 
4.6 per cent higher respectively. 


Over the long term, world market prices for Argentine 
wheat in 1961-64 averaged 5 to 6 per cent more than in 
1958-60. This increase is, however, no more than a 
partial recovery of the levels recorded in 1950-56. 
Although wheat prices have been lower in recent years 
than in the first half of the fifties, wheat has not been 
subject to the extensive annual changes recorded for most 
of the other agricultural commodities exported by Latin 
America. This does not mean that it was less apt to 
fluctuate; on the contrary, the short-term variations in 
prices have been wide and frequent, but have tended to 
maintain much the same proportion among themselves 
from one year to the next. In other words, the price 
fluctuations in the course of a year have usually been 
greater than the variations in annual averages. 


The absence of extensive price fluctuations over the 
long term is partly attributable to the special conditions 
of the international wheat market. The fact that an 
International Agreement on wheat has existed and been 
unremittingly enforced from 1949 to the present day is 
an achievement unrivalled by any other primary com- 
modity in the post-war period. The Agreement has been 
revised and amended on four occasions (in 1953, 1956, 
1959 and 1962), and has been able (except in 1953) to 
count upon the unfailing participation of the principal 
international importers and exporters of wheat and 
wheat flour. But this is not the sole or even the most 
decisive market condition. Of equal or possibly greater 
significance is the fact that- the surpluses produced— 
mainly in Canada and the United States—were not 
dumped on the world market bringing prices down with 
a crash, although their volume was greater than that of 
total world exports in one year. 


It is useful to point out these aspects since the condi- 
tions of the international wheat market are such as to 
give it marked instability. In fact, import demand on the 
part of most of the importer countries is marginal, i.e., 
it is determined by the difference between consumption 
requirements and the volume of domestic production 
in each country. Moreover, as the price of wheat on the 
home market is kept up by means of official price 
supports, the sale of exportable surpluses by some of the 
most important exporting countries is effected on the 
basis of subsidies and naturally at a price that bears no 
relation to domestic prices in the exporting countries. 
Lastly, it should be noted that world wheat exports are 
concentrated in a small number of countries. Of these, 
two—the United States and Canada—generally account 
for 55 to 60 per cent of the total, while two other minor 
exporters—Argentina and Australia—contribute another 
15 to 20 per cent. 


Table 240 and figure XLIII show the growth of world 
wheat production (except in mainland China) during the 
last few years. During the five years from 1948/49 to 
1952/53, production in the Soviet Union made appreciabl 
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Table 240. Wheat: World production, by selected regions and countries 


United Canada Argentina 
ear mse, States 
of tons)* 

18/49-1952/53. ne on Willer 18.1 7.8 3.0 
4/55 4 5 . 1714 15.6 Bue: A.5 
5/56 6 : 5 8335 13.8 ad, 2.9 
16/57 A 3 eee 013. 13.6 Ts 3:5, 
7/58 d A e975, 13.1 5.3 29 
8/59 3 4 228.3 17.4 4.4 ee) 
9/60 5 7 nt pAb 13.9 5.5 2.6 
0/61 < : 20:0 16.8 6.4 1.8 
91/62 . é 210.2 16.0 SL 2.4 
2/63 ; 7 30 PRIS 12.6 6.5 2.1 
93/64 5 : 2 220:2 14.1 8.9 Sei 
54/65 A : . 245.0 14.3 6.6 3.8 


Other Latin 

American Australia Western Eastern Soviet Rest of 

countries Europe Europe Union world 

Percentages 

1.6 3.0 Wie 6.3 19.1 23.1 
23 2.7 20.8 5.6 24.7 18.5 
A 29 20.6 6.5 25.8 17.6 
Dal 1.8 15.9 533 S355 16.5 
2.2 1.4 20.5 6.7 29.4 18.4 
US7 2.5 i/ot 5:2 33.6 152 
1.6 2.5 19.5 6.3 31.5 16.5 
1S 35 18.0 5.9 29.2 16.9 
1.6 32 17.9 6.4 31.6 17.1 
1.6 3.6 20.3 5.9 30.0 17.3 
1.6 41 18.6 6.1 24.8 18.1 
1.8 4.2 18.4 5.8 26.5 18.6 


J;OURCE: International Wheat Council, World Wheat Statistics, 1964, 
view of the World Wheat Situation 1963/64. 


ure XLII. Wheat: World wheat production, by selected coun- 
tries and regions 
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ogress and increases on a smaller scale were recorded 
Western Europe. In the countries that supply the bulk 
world exports—the United States, Canada, Argentina, 
d Australia—production has varied fairly widely from 


® Excluding mainland China. 
b Preliminary estimate. 


one year to the next, sometimes far exceeding the level 
in the five-year period mentioned and at other times 
dropping well below it. However, as already indicated, 
output variations in the United States and Canada have 
no effect on these two countries’ exports (as they would 
in Argentina and Australia) because of the sizable stock- 
piles of wheat held there. 


In Western Europe, Latin America (except for Argen- 
tina) and most of the African and Asiatic countries, on 
the other hand, fluctuations in production are closely 
connected with the volume of world exports, since in 
those countries a drop in production is immediately 
followed by a sharp increase in import demand. This is 
what happened in the 1963/64 trade year, when there was 
a substantial contraction in the output of Western Europe, 
the Soviet Union and other net importers. By contrast, 
preliminary estimates for 1960/65 point to a notable 
recovery in Western European production and a marked 
increase in that of the United States; this explains the 
rapid fall in prices during the second half of 1964. 


The evolution of world exports is traced in table 241. 
The figures indicate that the growth of exports has been 
more sustained than that of world production. During 
most of the period 1948/49 to 1959/60, exports represented 
only 15 and 17 per cent of world production respectively 
whereas from 1960/61 to 1962/63 they accounted for 
20 per cent and in 1963/64 for 25 per cent (see figure 
XLIV).?° 


The record level attained by world exports in 1963/64 
(some 56.4 million tons) resulted from a combination of 
circumstances, including a simultaneous drop in produc- 
tion in both Western Europe and the Soviet Union. Of 
the 12.7 million tons which represent the increment in 
world exports between 1962/63 and 1963/64, nearly 
9 million tons were sold to the Soviet Union, mainly by 
Canada and the United States. Moreover, from 1960/61 
onwards, mainland China has been buying some 5 
million tons annually, chiefly from Canada and Australia, 
and in 1963/64 from Argentina as well. 


19 Mainland China is not included in the world production figures, 
Thus, the real percentage of exports in world production is a little 
lower than indicated. 
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If a study is made of the evolution of world exports 
between 1947/48 and 1955/56, it will be noted that there 
was no well-defined upward trend, but rather erratic 


a new level far higher than the previous figure. The bull 
of this larger volume of exports was supplied by th 
United States and reflects the rapid growth of tha 


Table 241. Wheat and wheat flour: Exports from selected countries and world total 


World total United States 
Year* (thousands 
of tons) 
1947/48 25,392 52.0 
1948/49 26,998 50.8 
1949/50 22,589 ep! 
1950/51 25,501 40.1 
1951/52 29,012 44.7 
1952/53 26,301 3375) 
1953/54 23,442 PAY 
1954/55 26,442 29.3 
1955/56 29,209 31.0 
1956/57 36,077 41.4 
1957/68 32,432 SBP) 
1958/59 B57)! 33.8 
1959/60 36,753 37.7 
1960/61 42,708 42.1 
1961/62 47,467 41.1 
1962/63 43,625 39.7 
1963/64 56,380 41.0 


Canada Australia Argentina Others 
Percentages 
22.4 10.3 10.9 4.4 
22.4 12.3 6.1 8.4 
PAE 13.4 10.7 13.7 
25.7 14.1 11.0 9.1 
33.4 8.9 2.8 10.2 
39.9 9.8 3.0 13.8 
33.4 8.3 13.0 20.2 
26.1 9.6 13.7 21.3 
26.9 oS 10.5 227 
213 OES) 8.4 19.4 
26.5 Sill 6.5 28.2 
22.9 hel 79 PANG 
20.5 8.6 5.8 27.4 
21.8 MEY 4.6 19.8 
20.9 SEZ 5.0 19.8 
20.7 11.0 4.1 24.5 
26.8 13.9 4.9 13.4 


Sources: International Wheat Council, Review 
of the World Wheat Situation 1963/64; FAO, World 
grain trade statistics, 


Figure XLIV. Wheat and wheat flour: Exports by selected countries 


and world total 
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Source: Table 241. 
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1947/48 49/50 54/55 59/60 


United States 


UNITED 
STATES 


63/64 


Department of Agriculture, The wheat situation, 
various numbers. 


4 Trade year July-June. 


country’s sales of wheat surpluses since 1955/56 unde 
special programmes, in particular Public Law 480. A 
shown in table 242, the increment in total United State 
exports between 1954/55 (when they were at a very loy 
level) and 1960/61 was mainly attributable to the sale 
made under government programmes for the disposa 
of agricultural surpluses, whereas exports of a strictl 
commercial character remained low. 


From 1960/61 onwards world exports reached a highe 
level. The factors contributing to this were, on the on 
hand, the increases in United States exports unde 
Public Law 480 and, on the other, the emergence o 
mainland China as an importer, of some 5 million ton 
annually, as indicated above. The most recent increase 
in 1963/64, is mainly due, as also mentioned abeve, t 
the purchases effected by the Soviet Union. Briefly, i 
may be concluded from this review that the growth o 
world exports of wheat and wheat flour has depende 
essentially on official United States Government pro 
grammes, subject to special agreements which do no 
stipulate payment in dollars. By this means the Unite 
States has contrived to dispose of a proportion of it 
growing surpluses and has enabled certain developin; 
countries to purchase wheat without having to pay fo 
it in hard currencies. 


Wheat is an important commodity for Latin Americ: 
from the standpoint of both exports and imports. A 
regards exports, the interest is focused almost exclusivel 
on Argentina, although Uruguay has  occasionall 
exported small quantities.2° Argentina’s total outpu 


changes which seemed to respond mainly to variations in 
Western Europe’s import requirements. Total United 
States exports declined substantially over this period. 
Between 1956/57 and 1959/60 total world exports reached 


has fluctuated very widely, generally because of advers 
weather conditions. Exports have fluctuated along th 


20 Tn 1964 Mexico also accounted for a small volume of export 
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same line as production, but without an excessive accumu- 
ation of stocks in the years when production has been 
higher (see table 243 and figure XLV). Nevertheless, 
ywing to the lower external prices in recent years com- 
pared with those prevailing in the first half of the fifties, 


As regards imports, wheat is of particular importance 
to Brazil, but less so to the rest of the Latin American 
countries. The region’s total imports have expanded 
unceasingly from 1.9 million tons in 1948/49 to 4.5 
million in 1962/63. Most of this increment has been 


Table 242. Wheat and wheat flour: Total exports by the United States 


Commercial 


Exports under 
official 


Year exports Percentage programmes percentage Total 
(thousands of tons) (thousands of tons) (thousands of tons) 
1954/55 3,146 42.2 4,301 57.8 7,447 
1955/56 2,854 30.3 6,551 69.7 9,405 
1956/57 4,722 31.6 10,209 68.4 14,931 
1957/58 4,326 3o55) 6,715 61.4 10,951 
1958/59 3,820 ey lEy/ 8,246 68.3 12,066 
1959/60 3,682 26.5 10,194 133) 13,875 
1960/61 5,564 30.9 12,457 69.1 18,021 
1961/62 6,187 31.6 13,365 68.4 19,552 
1962/63 4,145 23:9 13,210 76.1 17,355 
1963/64 9,471 41.0 13,628 59.0 23,099 


Source: United States Department of Agriculture, 
United States grain exports under government 


programs, May 1964; International Wheat Council, 
Review of the World Wheat Situation 1963/64. 


Table 243. Wheat: Argentine production and exports 
CUndex: 1958 = 100) 


Exports 
Production 
Year (thousands of tons) London price Quantum Current value Terms of trade 

1948 112.1 102.9 325.2 

1949 89.6 “66 87.4 198.2 A 
1950 87.9 112.1 131.0 163.0 136.7 
1951 100.0 119.4 116.2 159.1 123.1 
1952 36.2 114.5 3.0 4.7 115.6 
1953 131.0 11525 119.6 193.2 121.4 
1954 106.9 106.9 139.3 162.8 113.7 
1955 132.8 108.5 171.2 195.0 115.4 
1956 91.4 115.7 119.5 122.8 118.1 
1957 122.4 106.9 125-9 126.0 105.8 
1958 100.0 100.0 100.0 100.0 100.0 
1959 ile IbySy 98.0 113.5 107.3 99.0 
1960 100.0 99.6 117.6 113.2 98.6 
1961 69.0 104.0 50.4 52.0 102.0 
1962 87.9 104.0 134.0 137-5 102.0 
1963. 86.2 105.6 86.7 O23 102.5 
1964> . 139.7 108.9 175.6 192.1 104.7 
1965» . 160.3 ab oct Bas has 

Sources: For production and price figures, industrialized countries. 


tables 240 and 223; for export value and volume, 
Official foreign trade statistics. The terms of trade 
are the quotient of London price indexes and 
export price indexes of goods manufactured in 


vheat is now contributing less to total export earnings 
han during that period. However, the position improved 
lotably in 1964, when both production and exports 
eached the highest levels since 1948. The volume 
egistered in 1964 was 3.7 million tons, or over 105 per 
ent more than in 1963. The bulk of this larger volume 
f exports was largely destined for mainland China, 
vhich purchased over one million tons, as against 
‘olumes of less than 100,000 tons in each of the two 
receding years. 


® Production figures relate to the agricultural 
year, and the other series to the calendar year. 
b Preliminary estimate. 


supplied by the United States, mainly under official 
programmes for the sale of agricultural surpluses. 

The sale of wheat surpluses under official United States 
programmes has been a source of concern for Argentina. 
The Governments of these two countries have applied 
the rule of holding bilateral consultations whenever 
surpluses are sold to countries which are traditional 
markets for Argentine wheat. Moreover, the FAO 
Consultative Sub-Committee on Surplus Disposal, with 
headquarters in Washington, D.C., has been fulfilling a 
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supervisory role in this connexion. However, important 
problems might well arise, either because Argentina might 
maintain its high 1963/64 and 1964/65 levels of output, 


Figure XLV. Wheat: Argentine production and exports 
(Index: 1958 = 100) 
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Source: Table 243. 


or because the regulations thus far ruling the sales of 
surpluses might be subject to substantive changes. As 
an example of this and of the ‘‘conflict of interests’? that 
might arise, mention may be made of a provision of the 
1962 Sugar Act, by virtue of which the granting of sugar 


import quotas for the United States market was linkec 
to the purchase of agricultural surpluses by the sugai 
exporting country concerned. 


Figure XLVI. Beef: Unit value of exports, London price and term: 


of trade 
CUndex: 1958 = 100) 
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Source: Table 244. 


(b) Meat 


World prices of beef rose in 1964 as a result of greate 
demand from the major European countries. The sligh 
drop in 1963 was fully recovered in 1964, when th 
average was 18 per cent higher than in 1963. Thi 
brought the average 1964 prices up to the highest level 
since 1951 (see figure XLVI). 


It 


is interesting to note, however, that the unit valu 


series for frozen beef exports from Argentina an 
Uruguay (calculated in dollars on the basis of officia 
foreign trade statistics) show far greater variations i 
certain years, sometimes in the opposite sense to thos 
registered by the price series. There is no reasonabl 
explanation at the moment for these discrepancies 
which in some years are very marked, but since quotation 
on the London market do not seem to reflect the tru 
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Table 244, Beef: Prices in London, unit values of exports and terms of trade, 1950-64 
CUndex: 1958 = 150) 
Frozen beef 
Prices (unit value of exports) Terms of trade® 
Year in 
London*® Argentina® Uruguay” Argentina Uruguay 
1950 80.2 81.9 97.8 99.9 
1951 83.8 97.8 109.6 100.8 113.0 
1952 80.8 99.3 135.9 100.3 137.3 
1953 94.3 118.2 123.9 124.4 130.4 
1954 95.1 121.0 128.5 128.7 136.7 
1955 109.1 114.7 138.0 122.0 146.8 
1956 86.8 92.0 95.5 93.9 97.4 
1957 88.3 88.8 99.2 87.9 98.2 
1958 100.0 100.0 100.0 100.0 100.0 
1959 108.7 112.5 110.6 113.6 111.7 
1960 109.4 118.9 109.0 NZ 107.9 
1961 103.4 109.4 104.2 107.2 102.1 
1962 107.5 94.7 96.0 92.8 94.1 
1963 104.2 102.6 89.6 99.6 87.0 
1964 123.8 138.8 124.2 133-5 119.4 
4 Chilled Argentine beef: United Nations, © Quotient of unit value indexes for exports and 
Monthly Bulletin of Statistics. the unit values index for manufactured products 
D Official foreign trade statistics of Argentina exported by the industrial countries. 
and Uruguay. 
Table 245. Meat: Production in 44 selected countries 
Indexes: 1951-55 = 100 
Millions of pounds 
Country 1951-55 1956-60 1961 1962 1963* 1964 
Beef Total* Beef Total® Beef Total* Beef Total* Beef Total* Beef Total* 
Inited States . 12,885 24,338 119.1 111.8 126.8 117.5 126.6 119.0 134.6 125.6 150.8 134.2 
anada 1,085 1,994 123.8 118.1 131.4 121.8 130.8 12S 141.8 127.8 156.0 139.6 
rgentina 4,150 4,892 120.1 118.0 113.9 112.6 117.7 121.9 130.3 124.1 101.5 99.4 
razil 2,477 3,430 122.6 121.4 121.8 iP 2p | 120.7 127.8 121.1 127.4 121.9 128.9 
hile . 237 369 130.0 116.2 139.7 121.7 133e0 116.8 125.7 111.1 121.9 108.7 
olombia 606 TAS ttf 111.6 123.3 122.4 1 ish sy 129.3 142.2 138.4 147.9 142.7 
fexico 781 1,146 112.9 12235) 122.9 129.9 127.9 139.4 136.2 146.6 133.4 145.5 
araguay 195 195 Ove 107.7 101.5 101.5 91.8 91.8 140.0 140.0 a 
eTu 125 250 120.8 121.6 136.8 133.2 137.6 141.6 137.6 144.4 ee te 
ruguay . 619 786 93.0 93.4 93.9 93.5 96.9 95.8 114.2 110.1 131.2 123.9 
/estern Europe . 911315 921,616) 9 117.5: 116.6 136.5 130.1 145.1 140.1 145.6 140.6 137.2 140.5 
Denmark. c 5 273 1,247 130.8 122.6 110.3 134.0 145.1 144.2 156.8 156.3 135.2 156.7 
Federal Republic of 
Germany 1,617 4,681 128.1 118.0 145.2 131d 155.4 138.2 149.4 135.0 143.7 137.4 
France 2,615 4,811 111.2 a2s3 132.7 125.0 T3757 144.5 136.0 139.8 129.8 137.7 
Treland 185 405 101.6 112.6 153.5 144.7 131.9 141.7 131.9 140.5 110.3 131.1 
Italy 790 17418) ©1333 125.8 183.9 157.5 196.4 161.6 180.3 150.6 158.5 TSA67 
Netherlands . 411 1,086 117.0 123.8 128.7 134.2 149.9 145.5 17355 154.0 153.3 150.6 
United Kingdom 1,481 3,151 1204 118.6 136.4 131.3 136.7 136.7 137.1 139.6 128.5 13ge3) 
oviet Union 3,975 8,835 132.1 142.8 136.6 155.3 155-5) 171.4 174.3 185.5 169.8 15335 
ustralia 1,531 Preys woe BEE) 118.0 105.1 125.0 127.3 140.6 136.2 144.2 143.6 149.6 
lew Zealand 437 1,263 127.9 114.1 127.0 134.4 147.1 140.0 147.1 139.8 147.6 140.7 
ToTAL, 44 countries 41,913 81,704 119.6 119.0 127.4 27g 133.2 134.8 140.8 138.9 141.8 137.4 


Source: United States Department of Agriculture, World Agricultural 
roduction and Trade, July 1964; Foreign Agriculture Circular FLM-8-59, 


September 1959. 


4 Includes beef, pork and mutton. 
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prices of meat exports, it would be useful to examine the 
trend followed by the unit value of each country’s exports. 

In the first place, the unit values rose by 35 per cent 
in Argentina and 38 per cent in Uruguay in the first 
half of 1964 compared with 1963 (see table 244 and 
figure XLVI). These increases are a truer reflection of 


exports in Argentina during 1962 and in Urueue 
during 1962 and 1963 fluctuated much more violently 
Moreover, it should be pointed out that although the 
average unit value of Argentine exports reached its 
highest level since 1950, this was not true of Uruguay, 
where the averages for 1952-55 were not exceeded. __ 


Table 246. Meat: Major exporters and importers out of 44 selected countries* 
i EOOOOOOEES— 


1951-55 
Country (millions 
of pounds) 1956 1957 1958 
A. Exporters 

Argentina P “ 801.9 193.1 185.1 195.2 
Brazilione : ; 17.0 192.9 422.9 752.9 
Mexico . 3 67.7 35.3 47.2 159.2 
Paraguay. 5 ; 22.6 148.7 176.1 181.4 
Uruguay i 136.2 158.9 97.1 40.7 
United States . 140.0 137.8 143.7 71.9 
Denmark Tipe? 99.2 118.7 118.8 
France 126.7 98.7 91.3 89.2 
Treland 157.9 74.7 96.0 127-5 
Netherlands 270.9 125.9 136.2 123.9 
Total Western 

Europe 433.8 102.0 117.0 123.6 
Soviet Union . F 24.9 277.9 703.2 318.5 
Australia 471.2 131.5 121.5 SHE) 
New Zealand 793.9 118.2 110.6 116.2 

TOTAL, 44 countries 4,336.8 130.0 134.0 141.7 

B. Importers 

United States . 466.7 V1. 116.4 244.9 
Federal Republic of 

Germany ‘ 129.3 253.6 179.9 149.1 
France . 5 : 73.4 100.4 153.8 153.1 
Italy : 3 : 83.5 180.7 295.6 398.2 
United Kingdom 2,742.7 121.0 128.1 122.7 
Total Western 

Europe 3,195.1 129.6 138.4 135.5 
Soviet Union 543.9 88.0 52.9 78.5 

TOTAL, 44 countries 4,651.0 113.4 12172: 138.3 


Indexes: 1951-55 = 100 


1964 
1959 1960 1961 1962 1963 
162.6 129.6 128.8 162.6 196.2 155.0 
1,134.7 297.6 547.0 435.8 323.5 
104.7 111.1 140.0 157.6 134.1 
190.3 197.8 206.2 202.2 220.4 
74.1 132.3 100.1 133.6 158.9 250.0 
83.6 81.9 79.8 3h 117.4 141.4* 
119.1 135.4 13530 147.5 164.2 
142.7 210.2 21933 356.7 239.9 
120.6 152.5 195.9 219-2 ZANT 
136.8 167.4 141.0 147.1 185.5 
132.4 15722! 160.4 181.3 190.7 
1,553.8 LSS 651.0 1,451.0 
206.7 158.7 184.1 243.9 264.3 
130.1 139.6 138.1 140.5 147.3 
156.9 151.0 157.9 184.5 199.3 
289.9 224.9 284.8 385.5 438.6 322.3 
167.9 195% 219.4 283.5 Peis} 
127.1 174.4 190.2 94.8 295.8 
370.5 431.1 172.6 329.5 809.5 
122.4 128.1 19D 123.7 120.1 
133.3 143.5 133.9 145.7 163.3 
OPES) 39.0 24.9 70.3 
151.6 146.3 142.3 171.4 193.1 


Source: United States Department of Agriculture, Foreign Agricul- 
ture Circular, FLM-3-64, September 1964; FLM-11-61, September 


the beef market situation prevailing in 1964. In fact, a 
steadily growing consumption in most countries, com- 
bined with decreased slaughterings in Argentina (tradi- 
tionally the largest world exporter), were the chief factors 
responsible for the higher prices. The decline in the 
production of beef in certain European countries, in 
particular the nations belonging to the European 
Economic Community, unquestionably accentuated the 
firmness of the market in 1964. 

Notwithstanding the relatively narrow range in which 
prices fluctuated in London between 1963 and 1965, 
the figures in table 244 show that the unit values of 


a ; see ease September 1959, The Livestock and Wheat Situation 
ay 1965. 
4 Excluding live animals, poultry and rabbit. 


The discrepancies in the unit value of exports from 
Argentina and Uruguay are, of course, reflected in theit 
respective terms of trade for beef exports. Broadly 
speaking, these were more favourable during the firs' 
half of the fifties than in the ensuing four years; they 
improved somewhat in 1959-60, to decline once agair 
between 1961 and 1963. The rise in the unit value o! 
exports in 1964 has enabled the terms of trade to regair 
the levels attained in the mid-fifties (which were the mos! 
favourable for Argentina); in Uruguay the terms 0! 
trade rose above their low 1959-63 levels, but are stil 
far short of that attained in 1952-55. 


i 
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The total production of meat (in a group of 44 selected 
ountries) increased steadily in 1951-64. The highest 
slative growth rates were obtained by some of the 
uropean countries, the Soviet Union and, in Latin 
\merica, by Mexico, Paraguay, and Peru (see table 245). 
The growth of production was accompanied by an 
ven greater expansion of the world meat trade. Table 
46 shows that there was a considerable increase in meat 


(Argentina is one of the countries registering the highest 
consumption levels in the world, together with Australia 
and New Zealand) in favour of exports. 


Trade in live cattle is particularly important in Argen- 
tina and Mexico. Argentina’s exports of live cattle 
had increased considerably in recent years, but in 1964 
they dropped sharply, for the same reason as that affect- 
ing meat production, i.e., the need to build up the 


Table 247. Meat: Per capita consumption in selected countries, 1951-63 


1951-55 1956-60 1961-63 Indices 1951-55 = 100.0 

Country Pounds 1956-60 1961-63 
United States : : 4 ‘ , 151 160 164 106.0 108.6 
Austria ; ‘ é ‘ 5 : 94 108 113 114.9 120.2 
Belgium-Luxemburg 100 107 113 107.0 113.0 
Denmark . , ; és K . 109 131 129 120.2 118.3 
Federal Republic of Germany. ‘ : 93 107 116 115.0 124.7 
France F Fi ; 5 5 r 112 123 129 109.8 iby 
Greece ; “4 ; : ‘ ; 25 37 46 148.0 184.0 
Italy . : ‘ : ; : ‘ 38 50 62 131.5 163.1 
Netherlands . : 5 ; , ; 81 91 103 112.3 i P20 
Norway . : ‘ j : ‘ 69 1B 78 108.7 113.0 
Switzerland . : 3 : i ; 92 102 113 110.9 122.8 
United Kingdom . ; . 4 i 97 132 137 136.1 141.2 
Bulgaria : 5 : ‘ f 5 48 58 66 120.8 137.5 
Czechoslovakia . ‘ : : : 73 91 99 124.6 135.6 
Hungary . 3 - ‘ : s 73 90 88 123.3 120.5 
Poland s - ; - : f 64 81 83 126.6 129.7 
Soviet Union é é Q : ; 53 61 68 115.1 128.3 
Australia 214 228 218 106.5 101.9 
New Zealand 216 222 233 102.8 107.9 
Argentina ; ‘ ; : i 222 218 210 98.2 94.6 
Brazil . F : , . : . 61 64 56 104.9 91.8 
Chile . . ; % . , ; 53 61 Spy 115.1 103.8 
Colombia. , ; 5 : a 58 59 63 101.7 108.6 
Ecuador F ‘ a ; ; ; 22; 29 34 131.8 154.5 
Mexico ‘ ; ; ; - é 41 42 41 102.4 100.0 
Paraguay 120 103 T4 85.8 61.7 
Peru hp 31 32 oon aks 
Uruguay : 3 , : 272 231 204 84.9 75.0 
Venezuela. ; Nd i ‘ 44 49 55 111.4 125.0 


Sources: United States Department of Agriculture, World Agricultural Production and Trade, September 


1963 and September 1964. 


xports from the European net exporting countries (in 
articular, Denmark, the Netherlands, Ireland and 
‘rance), and from Australia and New Zealand, whose 
xports in 1962-63 were in general 90 per cent above 
he average for 1951-55. By contrast, Latin America’s 
xports expanded very slowly because the major exporters, 
\rgentina and Uruguay, failed to achieve any increment 
etween 1956 and 1963; in fact, in some years their 
xports contracted sharply. As regards other Latin 
\merican exporters, attention should be drawn to the 
teady expansion of exports from Mexico and Paraguay, 
yhereas Brazil’s, which expanded vigorously up to 1959, 
ave declined in the last few years. In 1964 Argentina’s 
Xports were again down sharply, notwithstanding the 
sovernment’s efforts to reduce domestic consumption 


depleted herds, especially after the high rate of slaughter- 
ing as a result of the drought a few years ago. Mexico’s 
exports of live cattle (mainly to the United States) 
are regulated by yearly quotas fixed by the Govern- 
ment. 

The increase in world exports of meat was channelled 
primarily to the European market and, secondly, to the 
United States. Relatively speaking, the largest increase 
in imports occurred in the United States, although other 
countries (Italy, for instance), whose volume of imports 
was smaller, registered a greater relative growth. In any 
case, while European imports continued to expand in 
1964, those of the United States suffered a sharp decline. 
The growth of imports, accompanied by that of domestic 
production, is reflected in the substantial increments in 


: 
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per capita consumption in most of the European 
countries (see table 247). The trend of consumption in 
a group of ten selected Latin American countries is most 
uneven, i,e., a decline in the exporting countries (Argen- 
tina, Brazil, Mexico, Paraguay and Uruguay), as also 
in Chile (which is an importing country), and relatively 
minor increments in Colombia and Peru, with larger 
increases in Ecuador and Venezuela. The reduction in 
the consumption of such countries as Argentina and 
Uruguay still leaves these countries among the largest 
world per capita consumers of meat, but in the other 
countries the decline indubitably represents a deteriora- 
tion of the already unsatisfactory levels of consumption. 


The favourable evolution of demand on the European 
markets in 1964 temporarily detracted from the impor- 
tance of two developments which in the short run will 
considerably influence the development of Latin America’s 
exports, namely, the policy adopted by the European 
Economic Community in respect of cattle and meat, 
on the one hand, and the possible establishment of quotas 
for United States imports, on the other. 


The Economic Community’s cattle and meat policy 
which entered into effect last November has two basic 
objectives: to establish a single price for these items 
within the Community and to promote domestic pro- 
duction. With these ends in view a complex system of 
controls was established which, besides customs duties, 
includes variable taxes and quotas exempt from any 
charges. Obviously, once the limitations affecting pro- 
duction within the Community in 1964 have been over- 
come, the full force of the restrictions imposed by the 
common agricultural policy will be directed against 
exports from the Latin American countries. 


The authorization to establish meat import quotas 
in the United States was approved by Congress in August 
1964. The relevant legislation fixed a basic figure— 
725.4 million pounds (approximately the annual average 
for imports in 1959-63)—which will be adjusted by a 
proportion equal to the growth or contraction of domestic 
production during the current year and the two im- 
mediately preceding years. The Government will estab- 
lish a quota if the estimated imports for the current year 
exceed the figure so adjusted by over 10 per cent.*4 The 
estimates of imports for the current year will be reviewed 
every three months. 


As already noted from table 246, total United States 
imports declined by 28 per cent in 1964. Prior to the 
Act of establishing the system of quotas as from 1965, 
the United States Government had negotiated and signed 
agreements with Australia, New Zealand, Ireland and 
Mexico, by virtue of which these countries would 
voluntarily limit their exports to the United States. 
The reduction in imports in 1964 is the result of their 
compliance with such agreements. 


*1 It has already been announced that no quotas are likely to be 
established in 1965. In fact, it is estimated that total imports in 
1965 will amount to approximately 733 million pounds. This is 
lower than the figure that results from adjusting the basic figure of 
725.4 million pounds by a proportion equal to the increase in 
domestic production during the years 1963-65 (estimated at 
17 per cent), which gives a total of 848.7 million pounds. If the 
imports estimated for 1965 were to exceed 933.6 million pounds 
(the adjusted figure, 848.7 million pounds, plus 10 per cent), a 
quota of 848.7 million pounds would be established for 1965 
(see United States Department of Agriculture, Livestock and Meat 
Situation, January 1965). 


3. TEXTILE FIBRES 


(a) Cotton 

From 1959 to the end of 1964 prices of medium stapl 
cotton (which represents between 85 and 90 per cen 
of world output) fluctuated narrowly around the leve 
of 29 to 30 dollar cents per pound. This period o 
comparative stability was preceded by another i 
which prices followed a persistently downward tren 
from the world market levels attained at the beginnin 
of the fifties. But by contrast with other agricultura 


Figure XLVII. Cotton: World production, by selected countries an 
regions 
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commodities, neither the relative price stability of recen 
years nor the downward movement of the precedin 
period were determined basically by changes in the pre 
duction and/or consumption of this fibre. The Unite 
States is in an incomparably strong position as produce 
exporter and consumer of this commodity and, conse 
quently, its policy in relation to the production, export 
and prices of cotton carries most weight in the worl 
market. Up to 1955 world cotton prices were determine 
basically by those prevailing in the United States domesti 
market; within this market, in turn, a minimum limit wa 
determined by the support prices established for th 
producer. In practice, therefore, the downward fluctua 
tions in world cotton prices were limited by the minimur 
prices guaranteed to the United States producer. 


The situation changed as from 1956, when the Govern 
ment of the United States launched a programme ¢ 
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tton exports at prices considerably lower than those 
aid on the domestic market, with the officially declared 
m of recovering for the United States its traditional 
lare of the world cotton market. 


Accordingly, the level of world cotton prices still 
depended on the United States, but in relation to the 
subsidized sales policy of an official agency, the Com- 
modity Credit Corporation, instead of the domestic 


Table 248. Cotton: Production in selected countries and total world output 
Other Latin Total 
Brazil Mexico Peru American Latin United 
World total countries America States 
Crop year (thousands 
of tons) Percentages 
1948/49 6,474 5.1 1.8 1.0 PFA 10.0 49.8 
1949/50 7,148 4.1 2.8 1.0 Pri} 10.0 48.9 
1950/51 6,647 5.5 37 1.3 2.4 12.9 32.7 
1951/52 8,390 Ss 3.3 1.1 2.0 1S 39.1 
1952/53 8,693 3.9 30 1.0 Ze 10.1 37.7 
1953/54 9,061 3:5) 2.9 13 25 10.2 39.6 
1954/55 8,916 4.0 4.4 teil 2.6 12.1 33.4 
1955/56 9,492 3.9 Sul 1.0 2.6 12.6 33.8 
1956/57 9,220 3.1 4.4 173: 23) 11.3 31.4 
1957/58 9,027 333 Sl 2 3.4 13.0 26.4 
1958/59 9,740 3.1 5.2 el 2.8 PAP 25.7 
1959/60 10,262 3.6 3.5 1.3 2.4 10.8 30.9 
1960/61 10,108 4.2 4.5 1.2 3.0 12.9 30.7 
1961/62 9,819 5:5) 4.4 1:5 3.6 15.0 S157 
1962/63 10,419 4.7 5.0 1.4 4.2 15:3 31.0 
1963/64 10,954 4.4 4.2 13 4.1 14.0 30.6 
1964/65* 11,193 3.9 4.5 1.3 4.3 14.0 30.0 


Source: International Cotton Advisory Council, Quarterly Bulletin, March 1965. 


gure XLVIMI. Cotton: Exports from selected countries and world 
total 
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price. Although this subsidized sales policy has under- 
gone several changes in the course of the last few years 
(especially as regards the form of payment of the subsidy), 
it placed world prices below those of the United States 
domestic market, but still relatively stable, as shown by 
the fact that price fluctuations since 1959 have been kept 
within comparatively narrow margins. 


Medium staple cotton, as mentioned above, constitutes 
slightly over four-fifths of world output. The price trends 
of extra-long staple cotton (which by its very character- 
istics differs from other types of cotton) have been com- 
pletely in line with market conditions as determined by 
changes in the production and consumption of this type 
of fibre. Although the United States produces a small 
quantity of extra-long staple cotton, it is actually a net 
importer. In addition, as distinct from medium staple 
cotton of which the United States has huge accumulated 
stocks, supplies of extra-long staple cotton have at times 
been comparatively low, which has resulted in marked 
price fluctuations. During the last few months of 1963 
and early in 1964, for example, prices of extra-long staple 
cotton followed an upward trend, owing mainly to a 
15-per-cent shortage in world production in crop year 
1963/64. In the second half of 1964 the prices of this 
type of cotton were about 20 per cent higher than in 
1961-63, but the likelihood of that level being maintained 
in 1965 seemed threatened by production estimates for 
1964/65, which indicate a complete recovery from the 
1963/64 decline. The past fifteen years have marked 
frequent annual variations in the prices of extra-long 
staple cotton, generally linked to important inverse 
variations in the volume of world output. 


Latin America’s share of world cotton production and 
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Table 249. Cotton: Exports of selected countries and total world exports, 1948-64 


Other Latin Total 


* é : ; United Other 
Wocideoih’ | ray ete yom Anal ee ee 

Year* (thousands 

of tons) Percentages 

1948/49 2,454 8.4 1.9 2.0 0.7 13.0 43.8 43.2 
1949/50 2,805 4.6 Sal Py! 1.0 12.8 46.4 40.8 
1950/51 2,662 Sl 6.0 27 3.1 17.5 34.9 47.6 
1951/52 2,702 2.8 Tee) ADs) 0.6 13.8 45.8 40.4 
1952/53 2,613 1.3 8.2 3-1 3.5 16.1 26.4 S75, 
1953/54 2,942 10.3 7.0 AY) 2.9 pase | 29.0 47.9 
1954/55 2,711 8.3 10.0 2.8 2.6 23-0 28.8 47.5 
1955/56 2,843 Giz 15.4 3.9 3.6 PAN 17.8 53.1 
1956/57 3,503 2.4 8.1 2.5 2S 15.3 49.2 355 
1957/58 8112 1.5 9.8 2.9 2.6 16.8 41.7 41.5 
1958/59 2,950 1.8 13.2 4.0 5.4 24.4 21.3 54.3 
1959/60 3,804 2.5 7A 2.4 21 14.4 42.3 43.3 
1960/61 3,700 4.1 9.4 2:9) aye 197, 40.4 39.9 
1961/62 3,385 5.4 9.5 3.9 5.8 24.6 32.5, 42.9 
1962/63 3,454 UP 11.8 =e) TA 30.3 21.6 48.1 
1963/64 3,895 Se, 1S) 2.9 6.5 23.1 323 44.6 


Source: International Cotton Advisory Com- 
mittee, Quarterly Bulletin. 


exports has increased in the last few years as a result of 
the rapid expansion of this crop in Mexico, El Salvador, 
Guatemala and Nicaragua, as well as in Peru, one of the 
major world producers of extra-long staple cotton. In 
Brazil, which before the war was Latin America’s leading 
producer, very little growth is noted over the past fifteen 
years, and certain years (in particular 1956-58) even 
witnessed a retrogression due to prolonged drought. 
Lastly production has increased ten-fold in Colombia 
over the past fifteen years, which has enable it to meet 
most of its domestic requirements and still have a small 
surplus for export. Altogether, as shown by table 248 
and figure XLVII, Latin America’s share of total world 
production has increased slowly but steadily in recent 
years, particularly in the Central American countries 
where this increment has contributed significantly to- 
wards the general economic development process. 


Even faster and more significant, however, has been 
the expansion of Latin America’s exports of this fibre. 
The volume of exports from the region as a whole 
trebled in the period between 1948-50 and 1962-64. 
All the Latin American producing countries contributed 
to this expansion except Brazil, where the low production 
levels in certain years necessitated the establishment of 
export quotas in order to give priority to supplies for 
the domestic market (see table 249 and figure XLVIII). 
Nevertheless, the expansion of Latin America’s total 
exports has been subject to marked fluctuations, in 
particular since the year in which the United States 
launched its programmes of subsidized exports. In fact, 
during those years in which United States exports 
increased with respect to the previous period, Latin 
America’s shrank, and vice versa. One factor influencing 
this state of affairs is that a proportion of United States 
cotton exports are effected under special programmes for 
the disposal of agricultural surpluses, especially transac- 
tions authorized under Public Law 480 (which involve 
payment in local currency and a long-term loan of the 


® Trade year August-July. 


Figure XLIX. Cotton: Quantum, world market price and terms ¢ 
trade of Latin American exports 


CUndex: 1958 = 100) 
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ue of the operation to the recipient country), terms 
th which the Latin American nations cannot compete. 


[There has been a very serious deterioration in the 
ms of trade in cotton, as in most of Latin America’s 
jorts, although it occurred mainly during the first 
if of the fifties. Since 1959 there have been only minor 
riations in the terms of trade, in consonance with the 
ectuations—also relatively minor—in external market 
ces (see table 250 and figure XLIX). 


je 250. Cotton: Quantum of Latin America’s exports, world 
market prices and terms of trade 


CUndex: 1958 = 100) 


Terms of 
r Exports*® Prices trade 
a. ' : A 61.1 
oO. ® s 2 68.7 ae ons 
ar 3 : : 88.9 172.3 177.6 
oe 3 ‘ : 71.4 134.6 135.9 
oP . ; - 5 80.3 117.4 123.6 
4. & ; 130.0 121.2 128.9 
DB A 5 ; 122.9) TASS 123.3 
oa : : 158.0 104.7 106.8 
im . : 5 é 102.1 104.7 103.7 
ae. S 4 A 100.0 100.0 100.0 
°) fs : 3 137.4 88.5 89.4 
Or. é ; : 104.6 925 91.6 
es E ‘ i 139.3 95.0 93.1 
oo. i , : 158.8 O19 90.5 
Bie. 5 , 5 199.4 91.3 88.6 
4. ° A é 171.8 91.9 88.4 


OURCE: As for table 249. 
Exports relate to the business year ending in the year mentioned. 


At the world level, cotton consumption is expanding 
mparatively slowly, since man-made fibres (cellulosic 
d synthetic) are competing with cotton for the manu- 
ture of clothing and other purposes. This trend is 


particularly noticeable in countries where personal 
income is at a relatively high level, but is not so marked 
in the developing countries. If a study is made of the 
figures for consumption, it will be seen that in both the 


Figure L. Cotton: World consumption 
(Millions of tons) 
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Table 251. Cotton: Consumption 


(Percentages) 
World total 
Crop year United States Western Europe Eastern Europe Soviet Union Other areas (thousands 
of tons) 
1948/49 s 26.8 222 4.0 10.6 36.4 6,316 
1949/50. 2 28.7 22.3 4.1 10.8 34.1 6,720 
1950/51. : 29.9 21.0 4.0 11.2 33.8 7,612 
1951/52). E 26.1 19.2 4.3 11:9 38.3 7,625 
1952/53 - . ‘ 25.6 17.7 4.3 12.0 40.3 8,012 
1953/54. : 2223) 18.8 4.4 124 42.4 8,437 
1954/55. 4 22.4 18.1 4.6 12.8 42.2 8,655 
1955/56. ‘ 2205 17.0 4.3 dea 44.0 8,959 
1956/57. , 20.3 V7. 4.1 12.5 45.4 9,339 
1957/58. A 18.8 17.4 4.5 13.3 46.1 9,321 
1958/59. 6 19.2 15:2 4.4 13.1 48.1 9,921 
1959/60. ” 18.8 15.9 4.5 12.8 48.0 10,495 
1960/61. ‘ Mar, 16.7 4.8 13.2 47.3 10,205 
1961/62. 3 19.5 16.3 5.2 13.6 45.3 9,958 
1962/63. 3 18.8 16.3 She) 14.0 45.6 OFS, 
1963/64. . 18.2 15.6 Syl 13.9 47.2 10,315 


Source: As for table 249. 
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United States and Western Europe—although subject to 
fairly considerable annual variations—it has remained 
at virtually the same level for the past fifteen years. In 
Eastern Europe, the Soviet Union and most of the 
developing countries, on the other hand, consumption 
climbed uninterruptedly up to 1960, but since then has 
not undergone any major change (see table 251 and 
figure L). This comparative stagnation may have been 
partly the result of the agreement signed between the 
United States, the European Economic Community and 
certain of the major exporters of cotton manufactures 


same direction, occurred in the quotations for coars 
wool. The increases of 22.6 and 9.8 per cent in 1963 an 
1964 with respect to each of the preceding years also rej 
resented a recovery, bringing the quotations for this typ 
of wool up to levels comparable with those attained 1 
1955-57 and 1960, the highest in recent years. Quotation 
for coarse wool, as for fine wool, weakened persistentl 
in the second half of 1964. 

The discrepancies noted in the prices of these two typé 
of wool are reflected in the terms of trade. In the cas 
of Uruguayan wool, the improvement registered in 196 


Table 252. Wool: Prices paid in the United States, unit value of exports, and terms of trade 
(Undex: 1958 = 100) 


Uruguayan wool 


Argentine wool Terms of trade 


Year Price paid Unit value Price paid Unit value Uruguay Argentina 
at Boston of exports at Boston of exports 

1948 : 116.0 108.2 
1949 : A 114.2 128.2 ts ae 
1950 ‘i : 146.6 157.4 126.7 178.8 
1951 : : 238.7 249.7 304.8 246.1 
1952 A , 118.1 138.7 11529 119.3 
1953 é : 117.9 147.9 129.8 124.1 
1954 ; a 122.6 157.9 3a 133.9 130.4 oh 
1955 : . 109.4 132.6 124.0 122.6 116.4 131.9 
1956 101.7 124.1 124.4 121.1 103.8 126.9 
1957 133.4 140.5 13523 142.3 132.1 134.0 
1958 100.0 100.0 100.0 100.0 100.0 100.0 
1959 95.5 88.5 112.2 86.1 96.5 113.3 
1960 89.4 118.5 121.1 108.2 88.5 119.9 
1961 82.8 110.4 115.4 106.0 81.2 113.1 
1962 91.8 119.1 99.7 96.2 90.0 ici 
1963 103.8 133.0 1222 122.5 100.8 118.6 
1964 116.0 148.1 134.2 137.5 1115 129.0 


Sources: Prices paid at Boston, United States, 
for Montevideo 58-60 and Buenos Aires 40-36 
wool (clean basis), placed warehouse: United States 
Department of Agriculture, Wool Statistics and 
Related Data; unit value for exports of greasy wool: 


in Asia, aimed at regulating the flow of exports from the 
latter to the former, which were increasing significantly. 
Another cause of this relative stagnation of consumption 
from 1960 onwards is no doubt the installation of new 
plants for the production of man-made fibres, whose 
popularity is rapidly increasing in the developing 
countries. 


(b) Wool 

World quotations for fine wool have improved during 
the last three years, rising above the low levels prevailing 
in 1958-61. The recovery process reached its peak 
early in the second quarter of 1964, after which prices 
deteriorated steadily up to the end of that year. The 
average annual quotations for Uruguayan wool in the 
United States in 1964 were 11.7 per cent higher than the 
average for the previous year; in 1963, in turn, this aver- 
age had been 13 per cent higher than in 1962 (see table 
252). Nevertheless, world quotations for wool failed to 
attain the levels prevailing in 1952-54 and 1957 which, 
with the exception of the rises brought about by the 
Korean hostilities in 1950—51, have been the most favour- 
able in so far as this commodity is concerned. Relatively 
wider and more frequent fluctuations, usually in the 


official foreign trade statistics; terms of trade: 
uotient of price indexes and the unit value index 
or exports of manufactured products from the 
industrial countries. 


barely restored the terms of trade to their 1958 leve 
which was the lowest since 1950. The improvemer 
achieved in 1964 is therefore the first recovery in the pas 
six years. The terms of trade for Argentine coarse wot 
seem to have remained at a higher level than for fin 
wool, but this merely reflects the fact that in 1958 (whic 
has been taken as the base year) quotations for coars 
wool dropped to their lowest level for fifteen years. I 
spite of the substantial improvement in the terms of trad 
in 1963-64 they were still lower than the 1955-57 level 
(see again table 252 and figure LI). 

The improvement of world prices for wool in recer 
years is mainly attributable to the growth of consumptio 
which has been relatively faster than that of productio 
during the last five years. Since 1959, when world outpt 
rose by 5.6 per cent and consumption by 15.1 per cet 
(with respect to the preceding year in both cases), pre 
duction continued to grow at a very moderate pac 
barely 1 per cent annually, while consumption increase 
by a further 5 per cent in the two ensuing years an 
remained at that high level throughout 1963-64 (se 
table 253). 

This growth of consumption at a relatively faster pac 
than production was met partly by the liquidating ¢ 
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ycks in the major exporting countries and by the sale 
wool from the United Kingdom and the United States 
vernment reserves. The rise in wool prices, however, 
ads to weaken the competitive position of this com- 
odity in relation to man-made fibres, while the tech- 
logical advances made in the production of the latter 


ure LI. Wool: Unit value of exports, United States price and 
terms of trade 
CUndex: 1958 = 100) 
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ve not only permitted a reduction in their prices, but 
ve eliminated some of the undesirable qualities of 
in-made fibres when used as substitutes for wool.”* 
nce, the relatively minor variations in world consump- 
n (such as the small decrease in 1964) tend to have 
-reaching repercussions on wool prices. It should 
© be noted (see again table 253) that wool’s share of 
> total consumption of textile fibres has been diminish- 
, Owing precisely to the increase in the consumption 
man-made fibres. 


The contribution of Argentina and Uruguay, Latin 
nerica’s two major wool producers, to total world 
tput has gradually and almost uninterruptedly de- 
ned in the past ten years on account of the stagnation 
production (see table 254 and figure LIN). A similar 
nd is followed by exports: while those of Australia, 


2 See FAO, “Synthetics and their effects on agricultural trade”’, 
mmodity Bulletin Series, No. 38. 


Figure LIT. Wool: Production in selected countries and world total 
(Million pounds greasy base) 
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Table 253. Wool: World production and consumption 


Wool 
Production Consumption consumption 
— @s a percent- 
Million Million age of the 
Year pounds clean Index pounds clean Index total 


basis 1958 = 100 basis 1958 = 100 consumption 


of all fibres 


(1) (2) (3) (4) (5) 
1943 e215 71.3 2,574 93.4 12.9 
19490 See 25255 73.3 2,449 88.8 12.6 
1950 Sw 25350 76.4 2,681 O72. 12.0 
195 eee 2-357 ites 2,288 83.0 om 
19S Zee 22049 83.5 2,336 84.7 10.1 
1953 gene 2,500 84.6 2,648 96.0 10.5 
1954 . 2,625 86.0 2,565 93.0 ONT 
1955 Seen eee o4, 91.2 2,662 96.6 sy) 
1956 62,950) 96.7 2,866 104.0 9.9 
195i] See 809 94.7 23952 107.1 Chl 
LOSS eee Ok 100.0 PEM 100.0 9.6 
1959) Saw 35 222 105.6 2,172 115.1 9.8 
HEU on Sei 105.9 3,296 119.5 O77 
1961S ee 5209. 107.5 3,318 120.3 9.6 
1962 eee 3-287, 107.7 3,308 120.0 9.6 
1963 . 3,346 109.7 3,339 121.1 oa* 
1964s 35555, 110.0 3,325" 120.6 


Sources: Columns (1) and (3): United States Department of Agri- 
culture, Wool Situation, October 1964 and March 1965. Column (5) 
FAO, ‘Per capita fiber consumption levels”, Commodity Bulletin 
Series No. 31, and Monthly Bulletin of Agricultural Economics and 
Statistics, April 1964. 
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New Zealand and South Africa are expanding, Argen- 
tina’s and Uruguay’s have remained at virtually the same 
levels, though subject to intensive yearly variations (see 
table 255). These frequent and sometimes very wide 


expectation of changes in the exchange policy whic! 
would enable them to secure a more favourable exchang 
rate and/or the reduction or temporary lifting of expot 
taxes and charges. The substantial decline in Uruguay’ 


Table 254. Wool: Production in selected countries and total world output 


Total world New South United United 
output Argentina Uruguay Australia Zealand Africa States Kingdom 
Year (millions of Other 
pounds, areas Percentages 
greasy basis) 
1948 3,777 32.8 1 3.8 213 OM, 5.8 74 2A 
1949 3,890 32,3 10.7 4.2 28.5 10.0 5.6 6.4 23 
1950 4,000 S251 10.8 4.6 28.0 9.8 =7/ 6.2 22 
1951 4,050 33.8 10.4 4.6 26.7 10.0 5.9 6.3 2.3 
1952 4,350 32.9 9.4 4.4 29.4 9.6 5.9 6.1 pr) 
1953 4,470 34.6 8.9 4.5 27.8 9:5 6.2 6.2 ey 
1954 4,520 34.0 8.1 4.4 28.5 10.1 6.2 6.2 2 
1955 4,680 34.0 7.6 4.2 29.9 9.9 6.3 225) 22 
1956 5,080 34.2 ah Si) 30.8 OT, 6.3 5.6 2.0 
1957 5,060 36.3 8.1 sf) 28.3 9.8 5.9 5.4 23) 
1958 5,390 35.6 8.8 3.3 2935 10.0 Sy) Sell 22 
1959 5,615 35.6 8.5 2.8 30.1 10.3 53 ee 2.2 
1960 5,615 35.8 8.7 ae 2971 10.5 55 5.3 Zell 
1961 5,655 34.6 8.3 3.3 30.0 10.4 5.4 Sef pe 
1962 5,700 35.7 7.7 r3) 29.3 10.9 5.6 S22 2) 
1963 5,790 35.1 168; a3) 30.8 10.6 5.8 5.0 p> | 
1964 5,810 34.4 7.8 355 30.9 10.9 5.8 4.7 22 


Sources: United States Department of Agriculture, Wool Statistics and Related Data; Supplement to Bulletin No. 142; and World Agriculturt 
Production and Trade, November 1964: The Wool Situation, March 1965. 


Table 255. Wool: Exports from the major producing countries” 
CUndex: 1957/58 = 100) 


Total for 


Year Argentina Uruguay Australia New Zealand South Africa 5S countries 

(142.7) (93.3) (1,170.5) (459.0) (218.1) (2,083.6) 
1948/49 124.0 115.8 95.8 93.9 100.9 98.7 
1949/50 252.3 176.8 102.9 90.0 82.1 111.4 
1950/51 120.5 141.5 87.3 57.3 90.3 85.7 
1951/52 64.5 53.6 77.4 101.1 98.1 83.8 
1952/53 323.7 230.4 91.1 84.7 99.5 112.7 
1953/54 137.4 126.5 91.5 85.0 105.0 96.2 
1954/55 155.6 81.5 89.3 89.5 114.6 96.2 
1955/56 172.4 161.8 98.4 88.5 HIT 7, 106.4 
1956/57 152.8 96.5 111.1 96.1 LS; 5: 110.4 
1957/58 100.0 100.0 100.0 100.0 100.0 100.0 
1958/59 258.2 127.1 109.1 111.9 111.5 121.0 
1959/60 195:9 69.7 1D G2 ale yet 122.0 121.6 
1960/61 238.3 159.7, 116.0 111.3 111.4 124.9 
1961/62 PA Glee 115.8 122.2 126.4 127.9 129.9 
1962/63 227.0 113.6 118.0 121.8 116.0 125.9 
1963/64 145.0 50.4 125.8 12333 116.9 1222 


Source: United States Department of Agriculture, 
Wool Statistics and Related Data; Bulletin No. 250, 
May 1957; Wool Situation, May 1963; World 
Agricultural Production and Trade, December 1964. 


® The wool year is from July to June in Australia, 


New Zealand and South Africa, and from October 
to September in Argentina and Uruguay. The 
figures in brackets represent absolute figures for 
the base year, in millions of pounds actual weight. 


fluctuations in total exports from Argentina and Uruguay 
have in general been determined by the expectation of 
changes in foreign exchange regulations in the two 
countries, since the relationship between world price 
levels and the rate of foreign exchange in certain periods 
has prompted exporters to retain their stocks in the 


wool exports in 1964 is ascribed precisely to these causes. 
The contraction of Argentina’s exports in 1964, which we 


23In mid-September 1964 (i.e., at the end of the wool year 
Uruguay), the exchange authorities reduced the export tax on wo 
by 30 per cent. 
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t so sharp, also implied larger carry-over stocks at a 
ne when world quotations were steadily weakening. 


4. MINING PRODUCTS 


(a) Copper 

World copper prices rose in 1964, following a period of 
le more than two years (from mid-1961 to the end of 
63) of almost complete stability. However, the magni- 
Je of these rises differed widely in the various sectors 
areas of the market. The most notable increases 
though not the most important for Latin American 
porters) occurred in the quotations on the London 
etal Exchange. Here the price of electrolytic copper 
nt up from 234 pounds sterling per long ton (the 
ible 1963 level) to an average of 351 pounds sterling 
November 1964, i.e., by 50 per cent. By contrast, the 
ice of electrolytic copper sold by the major United 
utes producers increased from 30.6 dollar cents per 
und (the stable 1962-63 level) to 32 cents at the end 
1964 (arise of 4.6 per cent). Chilean copper, which 
sold at the price fixed by the major United States 
oducers,** remained linked to that price up to the end 
September 1964. In October, when the price obtained 
the large United States producing companies rose 
34 dollar cents per pound, a slightly higher price was 
ablished for Chilean copper, i.e., 35 cents. 


The huge discrepancy between the percentage price 
teases recorded on the London Metal Exchange and 
yse obtained by the major producers resulted from the 
andonment of the price stabilization policy which the 
ncipal world copper producers had enforced from the 
ddle of 1961 to the end of 1963 through direct opera- 
ns on the London Metal Exchange. This price stabiliza- 
n policy operated without a setback during the period 
acerned because of the conditions—also of relative 
bility—which dominated the production and con- 
mption of copper in 1961 and 1963. Estimates of 
yduction and demand for 1964, however, indicate a 
mparatively tense supply situation owing to the fact 
it the growth of consumption outstripped that of 
\duction, while at the same time the possibility of 
ikes at the copper mines of both the United States and 
ile (where the workers’ contracts were due to be 
lewed) introduced an element of uncertainty into the 
ket, since any shortage of production would make 
- supply situation even more critical. In these circum- 
nces, the major producers announced, early in 1964, 
it they were no longer in a position to operate on the 
ndon Metal Exchange and decided to establish a 
jor producers’ price (accepted by the leading producers 
the United States, Canada and Africa) for sales of 
pper to consumers. The withdrawal of the major 
tid producers from the London Metal Exchange 
luced it to operations involving secondary recovered 
pper and the small copper output not controlled by the 
jor world producers. That is why copper quotations 


4Some 86 per cent (the average for the period 1961-63) of 
ile’s total output of copper is controlled by three major companies, 
ich are also the largest copper producers in the United States. 
hough the price of Chilean copper is fixed by the producers, 
-Goyernment has some say in these decisions: the slightly 
her price in force since October last was the result of negotiations 
ich the Government of Chile had been carrying on with the 
ducing companies since May 1964. 


) 


on that market reached such high levels towards the end 
of the year. As already mentioned, however, these 
rises are of relatively little significance to the Latin 
American exporting countries, inasmuch as the bulk 
of their output is controlled by United States companies 
and is therefore subject to the price policy followed by 
the major producers in that country. In Chile, the pro- 
duction of medium-sized and small mining companies 
(representing 14 per cent of the country’s total output 


Figure LIM. Copper: Unit value of exports from Chile, price of 
electrolytic copper and terms of trade 


CUndex: 1958 = 100) 
NATURAL SCALE 
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Source: Table 256. 


over the last three years) was probably sold at London 
market prices, whereas the larger proportion (86 per cent) 
was exported at the prices fixed by the major producers. 
A similar situation arose with respect to Peru’s production 
and exports. 


In the long run, the fluctuations in world prices of 
copper have been less frequent and less intensive than 
those of other primary commodities exported by Latin 
America. One reason for this is the fact that copper is 
a strategic material whose price in times of emergency is 
controlled by the Government (as occurred during the 
Korean hostilities). Another reason is that a high pro- 
portion of world production (excluding that of countries 
with centrally planned economies) is controlled by 
important international consortia which sell directly 
to consumers (in most cases subsidiary companies or 
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branches). Therefore, variations in the prices fixed by 
the major world producers are not as frequent as those 
recorded on a “‘free’’ market. Nevertheless, it will be 
observed that the price levels of the major United States 
producers have to some extent kept in line with the 
quotations on the London Metal Exchange, including in 
1955-56 when a considerable expansion of world con- 
sumption gave rise to a sharp increase in prices (see 
table 256 and figure LIII). In 1964, for the first time, 
the disparity between the price levels of the two markets 
reached substantial proportions, detracting from the 
importance of the London market which was confined 


Table 256. Copper: Prices of electrolytic copper, unit value of 
exports from Chile and terms of trade 


(UIndex : 1958 = 150) 


Price 


established BTICES OF : 
Year: tthe ran een Ut alee a 
producers Exchange 

1948 ; : 4 85.3 68.0 82.5 

1949 “ A ; T4.4 67.5 Tes rer 
1950 é - : 82.2 90.3 132 89.3 
1951 A A : 93.8 111.7 96.1 2Eh 
1952 > - : 93.8 £305 118.9 120.1 
1953 : : 5 ME) 128.9 130.2 137.0 
1954 5 eee St 126.4 111.7 118.8 
1955 s . 145.3 178.7 T3de7) 140.1 
1956 : : ~ 162-0 167.0 156.1 159.3 
1957 ; Fi em 1147 U2: 114.4 113.3 
1958 ; 3 2 ODO: 100.0 100.0 100.0 
1959 : : = ADE 120.8 115.2 116.4 
1960 . 2 . 1244 124.9 121.7 120.5 
1961 ‘ ‘ a aie!) 116.7 112.0 109.8 
1962 ¢ : . 118.6 118.8 TES 109.3 
19635", : el iS:6 118.8 111.5 108.2 
1964 . ‘ . 124.0 178.2 119.8 115.2 


Sources: Prices established by United States producers and London 
Metal Exchange; United Nations, Monthly Bulletin of Statistics. 


® Unit value of Chile’s exports of electrolytic copper, according to 
official foreign trade statistics. 

> Quotient of unit value index (previous column) and the unit value 
index for exports of manufactured products from the industrial countries. 


to transactions of almost a marginal nature.» Further- 
more, a comparison of the evolution of world copper 
prices during the last fifteen years reveals that, except 
in 1955-56, they have fluctuated less and have remained 
at levels relatively higher than, for example, the prices of 
tropical agricultural commodities. 


The bulk of Latin America’s copper, as indicated 
above, is exported at the prices fixed by the major 
United States producers. However, the proportion of 
exports not controlled by these companies can benefit 
from the higher prices quoted from time to time on the 
London market. The unit value index for exports of 


It is estimated that about 70 per cent of the primary copper 
consumed throughout the world is sold at the prices fixed by the 
major world producers (see Copper Department, Santiago, Chile, 
Informe del Mercado No. 12, 21 January 1965). According to 
another source, this proportion is estimated at 90 per cent (excluding 
the output of the socialist countries) (see ‘Annual Report of the 
Director of the Rhodesian Selection Trust”, American Metal 
Market, New York, 23 November 1964). 


Chilean electrolytic copper reflects this situation (: 
again figure LIII). This is a more suitable index fi 
observing the variations in the terms of trade for coppe 
than the two price indexes mentioned thus far. T 
relevant curve shows that, relatively speaking, the term 
of trade have fluctuated widely, but in general terms hay 
deteriorated less than those for other Latin America 
primary export commodities. The years in which the 
sank to their lowest levels were 1950-51 (when coppé 
prices were subject to official control in the United State 
and the United Kingdom) and in 1958, when the economi 
recession in the United States resulted in a marke 
decline in the consumption of copper and, consequenth 
a drop in prices (see again figure LIII). The rise i 
prices in 1964 brought in its train a slight improvemert 
in the terms of trade, although they failed to regain th 
1959-60 levels which have been the highest in recer 
years. 


World copper output expanded almost unceasing] 
in the years 1948-63, rising from an annual average ¢ 
2.6 million tons in 1948-50 to 4.8 million tons in 1961-6: 
or an increase of 84 per cent.2° The growth of Chile 
production was only 46 per cent between the two perioc 
concerned; hence, its share in the world total has decline 
in recent years (see table 257). Mexico’s total productio 
has remained practically stationary at a level that he 
fluctuated around 54,000 tons annually since 1948. B 
contrast, Peru’s output, which up to 1959 had been vet 
small, increased substantially in 1960 when the ne 
Toquepala deposits began to be mined. However, i 
total output has declined slightly in the past three yea 
with respect to 1960-61. 


Copper exports from the Latin American countri 
have followed the same pattern as production, sin 
little copper is used in the local manufacturing industr 
In 1964, however, copper deliveries to Chile’s manufactu 
ing industry climbed sharply as from the second quart 
of the year, reaching a total volume of 64,037 tons, : 
against an annual average of 14,000 tons in 1960-63. 
This means that exports of copper manufactures & 
panded substantially in 1964. From an annual avera: 
of 5,600 tons in 1960-63, they rose to a total of abo 
49,730 in 1964.28 Thus, the decline in copper expo! 
in 1964, as shown in table 258, reflects a method | 
statistical classification rather than a real contractic 
of Chile’s total exports. 


The relative lag in the growth of Chile’s copper pr 
duction behind that of world output over the past twen 
years has prompted the Chilean Government to draw 1 
the bases for a new copper policy aimed at specii 
production and refining goals in 1965-70. As has bet 
seen, the bulk of Chile’s copper (86 per cent in 1961-6: 
is produced by the large mining companies, i.e., thr 


26 Not all this increment, however, was translated into a simi 
increase in consumption. A proportion was earmarked for the stoc¢ 
piling of strategic reserves, mainly in the United States. In the lz 
few months of 1964 consideration was being given to the pos 
bility of using a proportion of those strategic reserves to exte 
loans in kind to copper consumers. 


271It should be noted, however, that in 1958 and 1959 cop} 
deliveries to the local manufacturing industry amounted to 30,7 
and 41,096 tons respectively, which were the highest figures record 
up to 1963. 

28 The growth of exports in 1964 was accounted for entirely 
copper wire bars and plates, which are classified as process 
products in the statistics, but are really exports of crude copper 


J 
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ne ee 


jor enterprises financed by United States capital, and 
» balance by the medium-sized and small mining com- 
nies. The proposed new copper policy includes 
cific targets for the large mining companies, and 
imates of the growth which the medium and small 
ning companies are likely to attain in 1965-70. The 


Table 257. 


expected to rise from 607,000 tons in 1963 to 1,100,000 
tons by 1970 (81.2 per cent). 

2. The increased output of the large mining companies 
and the expansion of Chile’s refining capacity will be 
based on the agreements which the Government has 
negotiated with the three producing companies, by virtue 


Copper: Output of Latin American countries and its share of the world total 


(Thousands of tons) 


Output of Latin American countries as a 
percentage of world total 


Year Chile Mexico Peru World total Total 3 
Chile Mexico Peru countries 
A 
1948 424.9 52.0 11.8 2,458.5 17.3 Dal 0.5 19.9 
1949 350.7 54.3 ie 2,492.5 14.1 2.2 0.8 1a! 
1950 345.5 56.1 PEWS 2,791.2 12.4 2.0 0.8 is 74 
1951 360.1 54.9 24.3 2,910.8 12.4 129 0.8 15.1 
1952 383.3 55.2 20.5 2,967.2 12.9 19 0.8 15.6 
1953 337.2 Sees} 23.8 3,079.8 10.9 LS 0.8 13.6 
1954 338.2 S16 ihe) 26.5 3,151.5 10.7 Ua, 0.8 13:2 
1955 405.8 55.9 32.6 3,429.1 11.8 1.6 0.9 14,3 
1956 459.3 63.4 SHG) 3,768.7 12.2 1.7 0.8 14.7 
1957 450.6 59.0 41.8 3,818.0 11.8 1S pet 14.4 
1958 437.4 62.1 38.5 3,697.8 11.8 Het 1.0 14.5 
1959 SHES) 54.7 34.5 3,935.3 23.1 1.4 0.9 15.4 
1960 504.9 51.7 164.7 4,632.3 10.9 1 3.6 15.6 
1961 524.5 42.0 182.1 4,672.3 11.2 0.9 3.9 16.0 
1962 557.8 52.1 149.6 4,791.8 11.6 1.1 3.1 15.8 
1963 558.1 50.0 157.4 4,915.0 11.4 1.0 352 15.6 
1964 585.2 48.3 150.7 D259 00 11.2 0.9 2.9 15.0 
B 
1948 445.1 58.0 18.0 2,336.9 19.0 IS) 0.8 2275) 
1949 Wile 64.1 27.9 2,278.6 16.3 2.8 92 20.3 
1950 362.8 59.2 30.3 2,517.7 14.4 2.3 2, 17.9 
1951 380.7 67.3 32.3 2,640.8 14.4 2.5 1.2 18.1 
1952 408.6 58.4 30.5 2,739.6 14.9 2 ici 18.1 
1953 363.2 60.1 35.4 2,781.2 13.1 Die. dk3 16.6 
1954 363.6 54.8 37.6 2,806.0 13.0 1.9 1.3) 16.2 
1955 433.5 54.7 43.4 3,081.9 14.1 1.8 1.4 17.3 
1956 489.7 54.9 46.3 3,419.4 14.3 1.6 1.4 73 
1957 484.3 60.6 aya 3,502.0 13.8 G7 1.6 iA 
1958 462.2 64.9 53.6 3,401.9 13.6 He, 1.6 i ys 
1959 544.9 aye/A 50.7 3,645.3 15.0 1.6 1.4 18.0 
1960 5322 60.3 181.7 4,130.5 12.9 15 4.4 18.8 
1961 547.4 49,3 198.0 4,227.3 12.9 12 4.7 18.8 
1962 586.1 47.1 165.9 4,385.1 13.4 igi 3.8 18.3 
1963 600.6 55.9 177.4 4,513.5 13.3 152 3:9 18.4 
1964 621.9 52:5 174.5 4,745.1 es hei! 3.7 17.9 


Source: Yearbook of the American Bureau of Metal Statistics, New York, June 1965. A: Copper 


production on smeltery basis. B: Mine production. 


lowing are the essential features of the proposal which 
- Government presented to Congress for approval :?° 


|. The total output of the large mining companies» 
ich was 507,000 tons in 1963, will increase to 880,000 
is by 1970, i.e., by 73.6 per cent, with annual incre- 
nts as detailed in table 259. The production of the 
dium-sized and small mining companies will increase 
m 100,000 tons in 1963 to 220,000 tons in 1970, that is, 
120 per cent. Altogether, Chile’s total output is 


This is a summarized version of the lengthy statement on this 
ject published by E/ Mercurio, Santiago, Chile, from 24 to 
January 1965. 


of which amendments are introduced in the legislation 
that has governed these companies since May 1955. 


3. The increase in the production of the medium- 
sized and small mining companies is not calculated on a 
yearly basis for want of specific data. However, negotia- 
tions are already afoot with some of the established 
companies with a view to producing 65,000 tons over and 
above the present output of this sector. Accordingly, 
the total increment in production during the period 
1964-70 is estimated at 120,000 tons. 


4. A form of partnership between the Chilean Govern- 
ment and the producing companies will be established 
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in the following cases: (a) in El Teniente copper mine 
whose production capacity is to be raised from the 
existing level of 163,000 tons to 254,000 tons; the State 
is to hold 51 per cent of the shares; (b) in the Exotica and 
Rio Blanco mines which are not yet in production, but 


in this respect, that taxes must be reduced if productioi 
is to expand. 

6. At the outset, more importance will be attached t 
the expansion of refining capacity than to productiot 
growth, since new refineries whose installation was initate 


Table 258. Copper: Exports of non-manufactured copper 
(Thousands of tons) 


Total 


Year Electrolitic 

Chile Mexico* Peru copper 
1948 . 434.7 33.0 Feel 46.5 
1949 . 374.2 51.8 27.8 45.3 
1950 3395 51.3 PHP) 39.1 
195 3294 45.0 33.8 35.9 
1952 318-9 51.8 32.5 35.0 
1953 9320/0 50.7 31.9 21.9 
1954 . 376.7 42.7 Sie5 30.3 
1955 . 413.4 45.6 41.3 26.0 
1956 . 447.2 46.1 44.0 28.0 
1957 ee ATES 44.0 50.6 31.9 
1958 . 432.5 43.2 33.9 23.8 
1959 5042 42.1 48.9 29.6 
1960 . 512.8 34.9 168.0 27:5 
1961 . 541.9 24.5 198.8 26.9 
1962 . 562.9 29.4 171.8 30.0 
1963 . 584.9 28.4 163.4 28.8 
1964 apy 7/ 18.0 180.0 24.8 


Chile: percentages of total exports 


Refined Blister 
Blister copper containing Copper 
in ingots in ingots gold and silver concentrates 
in bars 
24.1 22.1 = S22 
20.8 PIES — 3.7 
18.9 34.5 _ 47 
17.8 38.9 —_— 5:3 
8.9 39.0 10.1 6.5 
1.8 29.8 38.5 5.8 
ez 21.5 34.3 6.0 
7.8 24.9 34.6 5.8 
12.2 19.8 34.6 4.0 
20.1 13.4 23.9 47 
25.5 1253 32.5 5.8 
16.7 14.0 34.3 58) 
17.4 14.5 35.1 5.8 
18.0 13.8 36.1 5.0 
16.5 13.2 34.1 52, 
13.9 13.6 34.4 5:2 
ASST 12.7 39.9 4.5 


Sources: Chile: Boletin Mensual del Banco 
Central de Chile. Mexico: Revista de Estadistica 
Mexicana and foreign trade yearbooks. Peru: 
Revista del Banco Central de Reserva del Pert. 


Including copper in bars and electrolytic copper. 
The total includes small quantities of copper 


in other shapes which are not given here. 


Table 259. Chile: Plan for expanding the production and refinery output of copper 
(Thousands of tons) 


Production Refinery output 
Large Medium- 
Year mining Absolute sized and Absolute Total Index Total Absolute 
companies variation small mining variation 1963 = 100 variation ’ 
companies ; 
1963. 507 100 607 100.0 213 
1964 . 518 +11 a be 209 —4 
1965 . 533 +15 316 +107 f 
1966. 553 +20 336 +20 : 
1967. 599 +46 413 +77 
1968. 662 +63 454 +41 
1969 . 825 +163 sas sds see 557 +103 
1970 . 880 +55 220 1,100 181.2 590 +33 


Source: “‘Exposicion sobre los proyectos del cobre’’, El Mercurio, Santiago, Chile from 24 to 30 


January 1965. 


will have an estimated annual output of 60,000 tons, the 
State is to hold 25 per cent of the stock. 

5. The tax system to which the large mining companies 
have been subjected since May 1955, including the 
surcharges established after that date, is to be amended. In 
general, although the amendments are aimed at reducing 
taxation for the large mining companies, the reduction 
will be offset by the State’s share in the profits of the 
enterprises in which it is a partner. It is officially stated, 


EI —_————————— = 


some years ago are expected to enter into operation 
1965. The expansion of refining capacity will mean th 
by 1970 it will absorb over 50 per cent of Chile’s to’ 
production, as compared with 35 per cent in 1963 ( 
again table 259). 

7. The investment needed to expand the producti 
and refining capacity of the large mining companies 
amount to about 420 million dollars, of which th 
equivalent of some 220 million dollars will be in lo 
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rency. Of the latter amount, approximately 90 
lion will consist of funds obtained directly in the 
ntry itself, and the remaining 130 million would have 
ye converted into local currency. Since most of these 
sstments will be made in the period 1966-69, the con- 
sion of the 130 million dollars into local currency 
‘represent an annual contribution of approximately 
million dollars to the balance of payments. 


Blanco and Ex6tica mines, which will be owned jointly 
by two copper producing companies and the Government; 
and (d) 120 to 140 million dollars from new funds 


obtained directly by the copper companies on the capital 
markets. 
(b) Tin 


World tin prices rose more swiftly during the second 
half of 1964, and by October were topping the peak 


Table 260. Tin: World production and consumption and price in London 


Production® Consumption” 
Year 

Thousand long ton 
1948 A : 150.8 129.0 
1949 161.2 114.0 
1950 - : 166.0 152.0 
1951 B 2 166.8 139.4 
1952 ‘ é 170.4 132.0 
1953 ‘ i 176.3 133.4 
1954 . , 176.5 141.9 
1955 3 ‘ 180.0 153.2 
1956 180.0 159.3 
1957 : 5 179.0 153.7 
1958 i 5 134.0 147.1 
1959 ? : 140.0 159.2 
1960 : A 159.5 Tse 
1961 ; 5 161.0 170.6 
1962 : : 165.6 171.0 
1963 : ‘ 165.0 174.6 
1964* 170.0 180.0 


Source: International Tin Council, Statistical 
Bulletin. 


4 Production of 
content). 

> Consumption of tin metal. Both series exclude 
the Soviet Union. 


tin-in-concentrates (metal 


. No precise estimates have been prepared of the 
sstment needed to step up production in the medium 

small mining companies by the target figure of . 
000 tons. It is considered, however, that such invest- 
it would have to be of the order of 100 to 130 million 
ars. In total, therefore, the investment in the pro- 
nme for expanding copper production and refinery 
put in 1966-70 would amount to approximately 

million dollars, ic., about 100 million dollars 
ually. In order. to estimate the impact which this 
itional investment of 100 million dollars will have 
the national economy, attention is drawn to the fact 
_ total public sector investment in 1964 was in the 
thbourhood of 500 million dollars. 


. Lastly, the 400 million dollars needed to finance 
programme for expanding the large mining companies 
to be obtained from the following sources: (a) 160 to 
million dollars in the form of loans from international 
ncies ;2° (6) 80 million dollars represent the Govern- 
it’s purchase of 51 per cent of the shares in El 
iente mine, by means of loans made to the Govern- 
it by the copper company itself; (c) 21 million dollars 
accounted for by the subscription of shares in the Rio 


The agreements with the copper companies provide that in 
in cases the Government of Chile will guarantee the loans 
red by them from international agencies. 


Surplus or London price Price limits fixed by the agreement 
deficit (£ per long ton). —__ 
Floor Ceiling 

+21.8 548 

+47.2 601 

+14.0 746 

+274 1,077 

+38.4 964 

+42.9 732 

+34.6 719 

+26.8 740 

+20.7 788 640 880° 

+25.3 HES) 730 83804 

—13.1 735 730 880 

—19.2 785 730 880 

—15.6 797 730 880 
—9.6 888 730 880 
—5.4 897 790 965° 
—9.6 910 790 965 

—10.0 T2877) 850 1,000f 

1,000 1,2008 


© As of 1 July 1956. 

4 As of 22 March 1957. 

© As of 12 January 1962. 

f As of 5 December 1963. 
£ As of 13 November 1964. 


levels attained in 1951. Although there was a slight drop 
in the last two months of the year, the annual average 
was nevertheless 36 per cent higher than in 1963. 


Recent tin price movements have been heavily in- 
fluenced by the failure of production to keep up with 
demand. Before the tin shortage, world output had been 
well ahead of consumption (see figure LIV). However the 
fact that the production surpluses were bought up for 
the strategic stockpiles being formed in the United 
Kingdom and United States considerably softened their 
impact on prices. After the initial rise in prices following 
the outbreak of hostilities in Korea, a moderate upward 
trend was pursued in 1952 thanks to the purchases for 
stockpiling purposes. With the cessation of hostilities 
the following year, the likelihood that such purchases 
would soon come to an end forced the market down. 
Between 1954 and 1956 prices fluctuated fairly extensively 
over the short term but at the same time managed to 
edge upwards, thereby improving upon their low level 
in 1953-54. By 1956 all purchases for strategic reserves 
had virtually ceased, but halfway through the year an 
International Tin Agreement, including the operation of 
a buffer stock and cash contributions by acceding 
countries, was put into force. However, the favourable 
reaction of prices during the first few months of the 
Agreement proved impossible to maintain, and by early 
1957 they were falling steadily. As a result, the price 


i] 
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defence machinery established by the Agreement was set 
in motion: tin metal was bought for the buffer stock 
(from the second quarter of 1957 onwards) and, in 
December of the same year, export quotas were established 
for the member countries. Although these quotas led 
to a sharp contraction in exports, the buffer stock was 
compelled to continue its purchases to prevent prices 
from sinking below the floor specified in the Agreement, 


Figure LIV. Tin: World production and consumption and London 
price 
SEMI-LOGARITHMIC SCALE 


PRODUCTION AND CONSUMPTION 
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Source: Table 260. 


By mid-September 1958 the buffer stock had exhausted 
its funds and withdrew from the market, thereby setting 
off a steep fall in prices. The decline was shortlived, 
however, as the member countries provided more funds 
to enable the buffer stock to re-enter the market. Then 
too, the first results of the stringent export controls, 
which were tightened even more in the course of 1958, 
were being felt by the end of that year. Production of tin 
concentrates was reduced substantially in all the major 
producer countries, world output in 1958 being 25 per 
cent less than in 1957. There was also a small drop 
in consumption in 1958, but as the decrease in output 
was far greater, a production deficit was recorded for the 
first time (see table 260). During 1959 the export quotas 
were increased every quarter, but some of the major 
producer countries found it impossible to reactivate 
production enough for the quotas to be filled. They 
were therefore abolished in mid-1960. Furthermore, 
consumption made a more vigorous recovery than 
production in 1959 which caused a further deficit. In 


fact, as table 260 indicates, production tended to ke 
behind consumption from 1958 to 1964, partly becau: 
of its slow recovery in certain countries, but mo 
especially because world consumption from 19 
onwards has been much higher than in 1958-59. 

The deficit was originally made up by sales of t 
withdrawn from the buffer stock’s reserves. This place 
more pressure on prices during the second half of 19 


Figure LV. Tin: Quantum and value of exports from Bolivi 
London price and terms of trade 


(Undex: 1958 = 100) 


NATURAL SCALE 


EXPORTS FROM BOLIVIA 


QUANTUM 
OF EXPORTS 


200) 


VALUE OF 
EXPORTS 


LONDON PRICE 
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Source: Table 262. 


and the first few months of 1962, but the authorizati 
which the United States Government received fre 
Congress to sell 150,000 tons of tin from its strates 
stockpile (equivalent to a year’s world output) push 
prices down after the middle of 1962. However, 
sales of tin from its strategic stockpile have been ke 
within reasonable bounds, and the Government h 
been in constant touch with the International T 
Council on this question.* 


31 At the Punta del Este Conference in August 1961, the Uni 
States Government announced its intention of acceding to | 
International Tin Agreement, but has not yet done so. 
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The price decline in the second half of 1962 was 
porary and during 1963 prices tended to be higher 
nm usual. The International Tin Council has made 
sries of adjustments in the price scale established by the 


Table 261. 


in 1953-57. Some countries (Malaysia, Nigeria and 
Thailand) have completely recovered and even outstripped 
their former output, while others (Indonesia and the 
Democratic Republic of the Congo) have seen a steady 


Tin: Production of tin in concentrates in selected countries and world total? 


CUndex: 1958 = 100) 


Democratic 


eur Bolivia Republic of | Indonesia Malaysia Nigeria Thailand World total 
(17,729) the Congo (23,200) (38,458) (6,230) (7,718) (134,000) 
1948 210.6 118.7 Ha) 116.5 148.3 54.9 112.5 
1949 192.4 1254 125.1 143.5 141.6 101.2 120.3 
1950 176.0 BATS) 138.4 150.2 132.5 134.3 123.9 
1951 186.9 121.4 133.5 149.2 137.0 1230 124.5 
1952 180.3 12255) 150.9 148.4 133.5 122.8 127.2 
1953 196.4 136.5 145.8 146.7 131.8 US) WA 131.6 
1954 162.6 135.7 154.6 158.4 127.2 126.7 131.7 
1955 IS75) 134.7 143.8 159.2 130.9 142.8 134.3 
1956 151.4 132.4 129.5 162.0 147.1 161.7 134.3 
1957 156.8 128.8 11915 154.2 154.3 175.3 133.6 
1958 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1959 134.3 94.8 O32 97.6 88.6 125.5 104.5 
1960 109.5 91.8 97.4 135.1 123-2 156.5 119.0 
1961 116.5 67.8 80.0 145.7 124.9 171.9 120.1 
1962 123.0 74.3 74.6 152.4 131.8 190.2 123.6 
1963 . M255; 72.8 55.8 155.9 140.1 201.9 123.1 
1964* . 136.5 67.0 70.5 156.0 140.0 202.8 126.9 


Source: As for table 260. 
Note: The figures in brackets relate to base year 


le 262. Tin: Quantum and value of exports from Bolivia, price in 
London and terms of trade 


CUndex: 1958 = 100) 


Exports A Terms of 

F aaah Vole Ea, London price* trade® 
8 210.6 Daal 74.6 

9 192.4 200.8 81.8 aa 
0 176.1 174.7 101.5 123.8 
1 186.9 251.3 146.5 151.0 
2 180.3 23337 131.1 132.4 
3 196.4 199.3 99.6 104.8 
4 155.0 151.3 97.8 104.0 
5 1575 1579 100.7 107.1 
6 151.4 163.2 107.2 109.4 
7 156.8 158.2 102.7 101.7 
8 100.0 100.0 100.0 100.0 
9 134.3 145.6 106.8 107.9 
0 109.5 118.1 108.4 107.3 
1 115.6 139.3 120.8 118.4 
2 121.2 148.9 122.0 119.6 
3 128.3 159.9 123.8 120.2 
4 132.5 223.0 168.2 161.7 


ouRCES: Official foreign trade statistics. 


London price index divided by the index of unit value of exports of 
1ufactured goods from the industrialized countries. 


reement, raising the floor and ceiling figures in order 
keep prices remunerative for the producer countries 
> again figure LIV). World production since 1960 
3 in fact, grown very slowly and still remains less than 


production in thousands of long tons. 


® Excluding the Soviet Union. 


fall in production from 1958 onwards. In Bolivia there 
has been some improvement, but output is still far less 
than in 1948-57 (see table 261). 


Bolivia has been losing ground on the world tin market 
for some years. The first significant decline in its pro- 
duction and exports took place in 1954 for a number of 
reasons, including the depletion of the most easily 
accessible veins, the reduction in the metal content of 
the ores, the shortage of capital for replacing machinery 
and equipment and the use of primitive working methods 
in a number of mines.** Nationalization of the mines 
at the end of 1952 also contributed to the drop in labour 
productivity. Production and exports remained fairly 
stable from 1954 to 1957, but, in 1958, underwent another 
sharp contraction, partly because of the exports controls 
imposed by the International Tin Council. Production 
has been slow to recover in recent years, and the volume 
of exports has failed to expand very much despite the 
favourable conditions of external demand. However, 
the upward trend of prices in those same years has 
helped export earnings from tin to increase more rapidly 
than the export quantum. It has also led to steady 
improvement in the terms of trade, which reached its 
peak in 1964 (see figure LV and table 262). 


The revision in the price scale approved in November 
1964 by the International Tin Council, whereby the 


32 Argentina, Brazil and Mexico also mine small amounts of tin, 
totalling slightly over 2,000 tons a year. 


88 See International Tin Study Group, 1954 Statistical Yearbook, 
pp. PE International Tin Council, 1962 Statistical Yearbook, 
pp. 86-87. 
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floor price per long ton became 1,000 pounds sterling 
and the ceiling 1,200 pounds reflects market prices 
during the first eight months of the year, which were 
the highest recorded since mid-1951. Moreover, the 
buffer stock has sufficient funds to shore up the market 
in the event of a sudden and unforseen drop in prices. 


(c) Lead and zinc 
International market quotations for lead and zinc 
rose in 1963 and 1964, as a result of increased consump- 
tion in the United States and the majority of the European 


Table 263. Lead and zinc: World production and consumption and 
international market prices 


Thousand short tons 


Price 
Year (Undexes 1958 = 100) 


Production Consumption New York London 
Lead 
1953 : : . 2,154 1,966 111.6 125.0 
1954 : é v 25292 2,187 116.5 133.2 
1955 A ‘ 5 AR PR? 2.322, 124.8 145.6 
1956 : : . 2,468 2,278 132.2 159.8 
1957 ; : . 2,583 2,412 121.5 132.9 
1958 : 5 . 2,594 2,446 100.0 100.0 
1959 : 5 | 25932 2,542 100.8 97.3 
1960 ‘ P . 2,685 2,591 98.3 99.0 
1961 3 : . 2,784 Pasi BH 90.1 88.2 
L967 : = 25074 2,842 79.3 The: 
1963 5 . 2,898 2,929 91.7 87.1 
1964 F ‘ 23975) 3,012 112.4 138.7 
Zinc 

1953 C : . 2,637 2,382 106.5 113.8 
1954 5 te Mees LO 2,993) 103.7 118.4 
1955 : : . 2,994 2,951 118.5 138.1 
1956 . ; -. 35161 2,863 129.6 148.4 
1957 F ; . 3,288 2,906 110.2 123.8 
1958 : : alee 2,950 100.0 100.0 
1959 : 3 . 3,247 3,187 105.6 124.6 
1960 : A A BRR al 3,325 124.1 135.5 
1961 ; ; . 3,594 3,513 ila le 118.1 
1962 ; : 4 EIB Y 3,634 112.0 102.4 
1963 F ‘ =) 235856 3,818 115.7 116.5 
1964 : : . 4,145 4,162 129.6 178.9 


Source: Production and consumption: Yearbook of the American 
Bureau of Metal Statistics, 1964, New York, June 1965. 
Prices: United Nations, Monthly Bulletin of Statistics. 


countries. There was a great difference between the size 
of the increase on the London and on the New York 
market, the trends for both metals being much the same 
as that of copper, which is described in a previous section. 
The principal lead and zinc producers generally sell at 
fixed prices on the United States market, which means 
that the level tends to remain stable in contrast to the 
daily fluctuations to be observed on the London Metal 
Exchange. Quotations on the latter are usually the basis 
for sale to European consumers, but in certain circum- 
stances the major world producers decide to sell at fixed 
prices. When this happens the quotations on the Metal 
Exchange apply solely to transactions handled by middle- 
men who control only a small portion of total lead and 
zinc supplies. This has been the situation since the 
middle of 1964, which explains the marked disparity 


between the price increments recorded in London and 
New York. In 1964 lead prices were 22.6 per cent abo) 
the 1963 figures on the United States market and 59 
per cent higher on the London Metal Exchange. F 
zinc, the increments were 12 and 53.4 per cent res 
ively (see table 263). This divergence in the fluctuatio 
of lead and zinc prices can be observed throughout 

of the period from 1953 to 1964, that is, ever since offic 
price controls for these metals were abolished in 
United Kingdom. Table 263 and figure LVI show th 
price movements in both directions have usually bee 


Figure LVI. Lead and zinc: World production and consumption an 
international market prices 
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Source: Table 263 


more marked on the London exchange than on tl 
United States market. But the higher prices obtainab 
in the latter have not been wholly favourable to Lat 
American exporters of lead and zinc, since sales to tl 
United States have been subject to import quotas ev 
since the end of 1958. 


The table and figures in question also show that lez 
and zinc prices sometimes fluctuate in opposite directior 
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ee 


certain years as a result of the specific demand 
ditions for each metal. For instance, in 1959-60 
- prices were higher than in 1958 while lead prices 
jually declined. In the next two years (1961-62) the 


Table 264. Lead: Production of lead ore in Latin America 
(Index: 1958 = 100) 


Argentina Bolivia Guatemala Mexico Peru 
(33.0) (25.1) (8.8) (222.6) (147.9) 
80.3 131.9 38.6 111.6 61.4 
66.7 128.7 22.3 121.8 71.4 
53.0) 104.4 88.6 109.7 85.4 
63.6 80.1 29:5 107.3 88.0 
71.3 84.1 58.0 104.4 88.5 
81.2 94.8 102.3 98.8 96.2 
102.4 115.1 142.0 106.4 102.2 
100.0 100.0 100.0 100.0 100.0 
102.4 96.8 al 94.4 85.8 
78.8 94.0 67.0 94.4 98.1 
89.7 89.2 147.7 89.8 101.7 
96.1 81.7 12.5 CBI 95.5 
87.9 88.4 hil 94.1 109.7 
80.3 Tet 9.1 86.6 111.2 


URCE: Yearbook of the American Bureau of Metal Statistics 1964, 
York, June 1965. 


te: The figures in brackets relate to absolute am ounts produced 
> base year, in thousands of short tons. 


annual average price of lead in 1964 was lower than in 
1953-57. 


In the case of both metals the strategic stockpiles 
accumulated in the United States played an important 


Table 265. Zinc: Production of zinc ore in Latin America 
CUndex: 1958 = 100) 


aye Argentina Bolivia Guatemala Mexico Peru 

(36.3) (15.7) (5.3) (247.0) (149.1) 
1951 47.1 214.6 134.0 80.4 74.8 
1952 46.8 250.3 169.8 101.5 UES) 
1953 48.8 168.1 126.4 101.1 101.8 
1954 57.6 143.3 83.0 99.8 115.8 
1955 64.5 149.7 196.2 120.2 122.8 
1956 O20 119.7 226.4 111.0 129.4 
1957 89.3 138.2 194.3 108.5 114.2 
1958 100.0 100.0 100.0 100.0 100.0 
1959 121.8 23.6 as 117.8 105.8 
1960 86.8 28.0 209.4 121.1 131.7 
1961 91.7 37.6 164.1 120.0 128.6 
1962 100.3 25:5 17.0 111.9 119.9 
1963 87.1 32.5 24.5 107.0 145.1 
1964 66.9 68.8 24.5 105.1 170.7 


Source: As for table 264. 


_ Note: The figures in brackets relate to absolute amounts produced 
in the base year, in thousands of short tons. 


Table 266. Lead and Zinc: Exports from Latin America 


Lead 

Year Bolivia Mexico 
(22.8) (151.6) 

1951 134.2 123.5 
1952 131.6 138.3 
1953 104.4 147.7 
1954 79.8 136.2 
1955 83.8 123.6 
1956 95.6 105.3 
1957 115.3 114.0 
1958 100.0 100.0 
1959 96.5 99.0 
1960 94.3 95.6 
1961 89.0 112.0 
1962 81.0 91.0 
1963 88.0 SINGS 
1964 77.0 70.5 


Zinc 
Peru Bolivia Mexico Peru 
(119.6) (14.2) (338.5) (146.6) 
68.6 214.8 94.9 67.6 
75.4 250.7 116.7 ies 
88.3 169.0 103.8 66.7 
89.5 143.7 115.0 76.7 
89.5 150.0 123.8 100.0 
101.1 120.4 126.0 98.2 
114.0 138.7 119.9 93:2 
100.0 100.0 100.0 100.0 
96.2 23.9 115.7 106.8 
98.5 28.2 111.9 107.6 
119.1 37.3 118.6 140.9 
120.9 26.0 111.8 123.7 
100.8 33.0 113.5 AQTES: 
146.3 69.0 102.5 191.1 


Sources: Bolivia: Boletin del Banco Central; 
International Monetary Fund, International Finan- 
cial Statistics. Mexico: Revista de Comercio 
Exterior. Peru: Boletin del Banco Central de Reserva. 


in lead prices became sharper, the annual average 
s lowest point in 1962 being 20 per cent less than in 
. During the same year, zinc enjoyed a higher 
ial average price (in both London and New York) 
in 1958. Comparatively speaking, lead prices have 
riorated more intensively in recent years than zinc 
2s; similarly the recovery that began in 1963, and 
increments recorded in 1964, raised the annual 
age price of zinc, in the latter year to a level which 
rasts favourably with that of 1953-57, whereas the 


Note: The figures in brackets relate to the absolute 


amounts produced in the base year, in thousands 
of short tons. 


part in the evolution of the market during most of the 
fifties. The cessation of purchases for those stickpiles 
in recent years raised the problem of how to dispose of 
production surpluses and pointed to the need for inter- 
national measures to stabilize the market. The situation 
was particularly serious for lead, since the surpluses were 
usually much larger. 

Although the major producer countries belonging to 
the International Lead and Zinc Study Group met 
regularly to discuss the situation of the two metals, 
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they were unable to come to an agreement on an inter- 
national scale, confining themselves instead to re- 
commending the voluntary application of production 
controls. But the upswing in world market prices in 
1963 stemmed from an expansion in consumption rather 
than from the controls recommended. To meet the 
new requirements, heavy inroads had to be made on the 
stocks held by producers in that year, and the low level 
to which these sank was partly responsible for the sharp 
rise in prices on the London market in 1964. By contrast 
on the United States market, the fact that the principal 
producers sell at fixed prices was coupled with an easier 
flow of supplies to consumers after mid-1964, when the 
Government authorized the sale of 50,000 tons of lead 
and 75,000 tons of zinc from its strategic reserves. 

In Latin America, lead and zinc are mainly produced 
in Mexico and Peru and, to a certain extent, in Argentina, 
Bolivia and Guatemala. In Mexico zinc production has 
declined during the past four years, output in 1964 being 
13 per cent below the figure for 1960. In Peru, on the 
other hand, production has increased slightly in recent 


years, particularly in comparison with the situation 
the beginning of the fifties (see table 265). Among # 
minor producers, output dropped sharply in Guatema 
in the past few years and fluctuated fairly intensive 
in Argentina and Bolivia. Lead production has al 
fluctuated widely (see table 264), but on the whole h 
tended to increase, except in Bolivia, where a substanti 
contraction took place from which the country has n 
yet recovered. 


The trend of exports from Bolivia, Mexico and Pe 
(see table 266) has generally followed that of productio 
except for lead in Mexico, where the expansion 
domestic consumption in recent years has tended 
reduce the volume of exports. In the case of both le: 
and zinc, the most favourable trend has been record 
in Peru, which has maintained a substantial volume 
exports during the last four years. In Bolivia lead sal 
declined appreciably in common with production, the 
volume in 1959-64 being only a third or a quarter of f 
1958 figure which, in its turn, was the smallest of t 
whole post-war period. 


C. WORLD COMMODITY MARKET: SITUATION IN EARLY 1965 


Although the situation of the world commodity 
market during the first few months of 1965 remained 
much the same as at the end of 1964, it is useful to take 
a brief glance at a few factors that may affect the evolu- 
tion of certain commodities over the short term. 


Reference should first be made to the coffee market, 
because of coffee’s special importance in the region’s 
exports as a whole. Up to mid-March the New York 
quotations for this commodity were comparable to those 
prevailing in the second half of 1964, but the International 
Coffee Council has been striving to preserve the stability 
of the market, which has been threatened by declining 
demand in the principal importer countries. The Council 
cancelled the increase in the export quotas which had 
been planned for the beginning of 1965, and in mid- 
February proposed that its member countries approve 
a 3 to 4 per cent reduction in the total export quotas.*4 
On the other hand, the United States Congress was still 
debating the legislation required to implement the 
country’s accession to the International Coffee Agree- 
ment; the legislation was finally adopted in May, thus 
eliminating a factor of uncertainty in the market. More- 
over, the International Coffee Council instituted machin- 
ery designed to achieve greater price stability, by relating 
prices to export quota volume. 

The efforts made by the member countries of the 
Cocoa Producers’ Alliance have apparently failed to 
stabilize the market. After falling in the first few weeks 
of 1965, the international price of cocoa beans sank 
even lower at the beginning of February when the 
members of the Alliance agreed to renew cocoa sales, 
which had been suspended in October 1964. The pros- 
pects of an improvement in prices depend essentially 
on a programme that was to be adopted by the members 
of the Alliance with a view to earmarking a large share 
of the production surpluses for ‘‘non-traditional uses’’. 


34 The recommendation was adopted at the beginning of March. 


What happened instead was a further and sharper pri 
drop between March and June 1965 which broug 
prices down to their lowest levels in twenty years. 


In the first two months of 1965 the price of sugar f 
export to the free world market fell to the level prevailii 
at the beginning of 1962 which has been the lowest f 
the last twenty years. In fact, a comparison of the pri 
during the first few months of 1965, which fluctuat 
between 2 and 2.5 cents per pound, with the avera 
price in Janaury 1964, which was 10.64 cents, will suffi 
to show that a radical change has taken place in t 
market. Even in relation to the more “‘normal’’ pric 
obtaining in 1958-60 and 1953-56, which were clo 
to the floor price established by the International Sug 
Agreement, quotations at the beginning of 1965 a 
undeniably low. The excellent sugar crop expected f 
1965 will not, however, boost prices. In the other mark 
sector, prices for exports to the United States we 
similar to those fetched towards the end of 1964. ; 


The outlook for the world wheat market at the 
ginning of 1965 was much the same as in the pre 
months. At the regional level, however, Argentiné 
biggest crop of the last fifteen years has compelled 
country to find an outlet for an exportable surplus # 
far exceeds any other recorded recently. 


The intensive damand for the group of non-ferr 
metals (copper, tin, lead and zinc) that had marked 
year 1964 lost none of its force during the first qu 
of 1965 and there is no reason to expect a basic chan 
the market. Copper quotations on the London M 
Exchange, although lower than at the end of 1964, 
a good deal higher than the prices of the major w 
producers who buy the bulk of the copper produ 


35 The decline in the prices quoted on the London market 
mainly due to the prospect of larger supplies, partly as a result 
authorization to sell or lend copper from strategic stockpil 
United States consumers. 
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= price of Chilean copper has stayed at its October 
1, which is slightly higher than the price paid by the 
ding United States producers.** Tin quotations in 
ndon and New York declined during the first two 
nths of 1965 but remained above the ceiling price 
iblished by the International Tin Council in November 
4. The likelihood of a fresh price slump has been 
ened by the United States’ decision at the end of 
uary to reduce its weekly sales of tin from its strategic 


In May 1965 the price of Chilean copper rose by 1 cent per 
ad (to 36 cents a pound), a level adopted by all the major world 
lucers. The disparities which had existed in previous months 
, thus removed. 


stockpile. On the other hand, the development of the 
political and military situation in South East Asia may 
have a far-reaching effect on the tin market. During the 
first two months of 1965 lead and zinc prices continued 
to be comparable with those recorded in the last quarter 
of 1964. Demand remains firm, and consumption esti- 
mates for 1965 indicate that it will be at least as 
much as in 1964. In these circumstances there is little 
likelihood of extensive price fluctuations in the next few 
months. 


The situation thus has a number of positive aspects 
which may keep Latin American exports as buoyant in 
1965 as in the last two years. 


Chapter VI 
THE EVOLUTION OF THE BALANCE OF PAYMENTS, 1963-64 


A. COMPENSATORY FINANCING AND CURRENT TRANSACTIONS 


1. THE BALANCE OF PAYMENTS PRIOR TO 
COMPENSATORY FINANCING 


In the past two years, the external imbalance tended 
to decrease in most of the Latin American countries, 
partly as the result of a deliberately-planned policy 
dictated by the extent to which external indebtedness 
had mounted up and the low level to which monetary 


made of balance-of-payments loans and supplier 
credits, and monetary reserves slightly increased. 


As the outcome of these new conditions, the region 
balance of payments prior to compensatory financin 
showed a surplus of 364 million dollars in 1963 (13 
million if Venezuela is excluded), and of 416 millio 
and 298 million dollars respectively in 1964, which we 


Table 267. Latin America: Balance of payments position prior to compensatory 
financing by countries® 
(Millions of dollars) 
Country 1960 1961 1962 1963” 1964° 
Argentina +175.1 —137.5 —275.0 +170.1 +37.0 
Bolivia —2.7 +2.5 —4.1 +5.2 +17.3 
Brazil . —329.0 +60.0 —294.0  —135.0 +4167.0 
Chile —45.1 —111.4 —19.8 —29.6 +20.5 
Colombia +4.1 —125.0 —73.0 —76.1 +11.2 
Ecuador —3.6 —13.4 +12.2 +10.7 +4.2 
Mexico —20.3 —26.9 +8.5 +123.0 +45.0 
Paraguay —3.1 +2.6 —0.2 +0.5 +2.8 
Peru +32.6 +34.3 +6.2 +18.5 +25.0 
Uruguay —27.9 +25.3 —63.7 +2.7 —22.5 
Venezuela —310.0 +6.6 +70.8 +2304 +118.3 
Dominican Republic —0.4 —29.5 +3.2 +17.3 —31.9 
Haiti +2.9 +2.7 —4.7 —2.6 —1.9 
Panama 0.0 0.0 0.0 0.0 0.0 
Costa Rica —11.2 —10.9 +1.8 —4.8 —0.3 
El Salvador . —13.2 —4.7 +8.7 +11.4 +12.6 
Guatemala +7.4 —2.9 —14.2 +10.9 —1.0 
Honduras +0.3 —2.3 —0.2 +0.3 +5.0 
Nicaragua —4.5 —6.8 +4.0 +11.0 +7.9 
TorAL, excluding Cuba —548.6 —337.3 — 634.3 +363.9 +416.2 
TorAL, excluding Cuba and Venezuela  —238.6 —343.9 —705.4 +133.5 +297.9 
TOTAL, excluding Argentina, Cuba and 
Venezuela —413.7 —2064  —429.6 —36.6 +260.9 


Source: International Monetary Fund (IMF), 
Balance of Payments Yearbook, vols. 15, 16 and 17. 


* This balance is equal but of opposite sign to the 
variations in the net position of the monetary 
authorities gold and foreign exchange reserves, 


reverses had sunk, but partly too by virtue of the growth 
of export earnings, thanks to an increase in the volume 
of sales abroad and, above all, to the rise in world 
market prices. The latter trend began in 1963 and be- 
came widespread in 1964, benefiting most tropical and 
temperate-zone products, as well as metal ores, which 
account for a significant proportion of the region’s 
export trade. In this way, despite an expansion of im- 
ports in 1964, the imbalance was reduced in some cases, 
and in others a surplus was built up, so that less use was 
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plus the net movements of balance of payments 
loans and deferred import payments. 


» Provisional data. 
© Estimates. 


reflected in an increment in monetary reserves, whe 
compensatory loan movements are taken into acco 

This position contrasted with the cumulative defic 
of 1,520 million dollars that had piled up between 196 
and 1962, and had been financed by more and mot 
extensive recourse to reserves, balance-of-payment 
loans and suppliers’ credits, and an increase in othe 
liabilities of the monetary authorities (see table 267). 

In 1963, only four countries—Brazil, Chile, Colomb 
and Haiti—showed a deficit (although a smaller one tha 
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N previous years) prior to compensatory financing, and 
he remaining fourteen countries registered surpluses. In 
964, changes of trend were observable in some countries. 
While Haiti and Costa Rica continued to show a deficit 
ior to compensatory financing, albeit less so than in 
revious years, the deficits which stood out most sharply 
yere those of the Dominican Republic, due to its exports 
eing affected by the drop in sugar prices and to an 


registered in the last two years is modified if Argentina 
and Venezuela are excluded. Both these countries 
obtained substantial surpluses on current account, the 
former as from 1963. When they are excluded, the 
regional deficits rise to 936 million dollars in 1963 and 
978 million in 1964, but these figures are lower than the 
average current deficit of 1,120 million dollars recorded 
between 1960 and 1962 (see table 268). 


Table 268. Latin America: Balance of payments on current account, by countries 


(Millions of dollars) 
Country 1960 1961 1962 1963* 1964 
Argentina —204.9 —585.7 —274.5 +231.8 +156.0 
Bolivia —32.9 —30.6 —47.6 —44,9 —37.3 
Brazil . —561.0 —304.0 —499.0 —218.0 +15.0 
Chile —149.7 —279.8 —163.0 —151.9 —147.0 
Colombia —84.5 —141.8 —170.4 — 137.2 — 148.0 
Ecuador —18.8 —25.7 —8.2 —8.2 —46.9 
Mexico —322.9 —213.6 —122.5 — 130.9 —393.1 
Paraguay —12.0 —10.7 —7.6 —8.6 —8.1 
Peru +31.7 +12.6 —20.2 —58.6 + 32.0 
Uruguay —75.5 —22.9 —72.2 —5.0 —8.6 
Venezuela +414.9 +444.7 +362.6 + 563.8 + 309.0 
Dominican Republic +42.7 +42.0 —16.4 —46.9 —75.0 
Haiti +2.3 —5.3 —3.5 +0.2 —8.9 
Panama —39.7 —37.2 —30.3 —38.4 —34.0 
Costa Rica —19.3 —17.8 —19.8 —29.0 —25.9 
El Salvador . —28.4 —1.9 0.0 —13.6 —26.4 
Guatemala —25.5 —22.5 —23.6 —20.6 —39.6 
Honduras +2.5 0.0 —3.3 —17.4 —12.8 
Nicaragua —10.2 —7.0 —12.8 —74 —13.4 
TOTAL, excluding Cuba —1,091.2 —1,207.2 —1,132.3 —140.8 —513.0 
TOTAL, excluding Cuba and Venezuela —1,506.1 —1,651.9 —1,484.9 —704.6 —822.0 
TorAL, excluding Argentina, Cuba and 
Venezuela —1,301.2 —1,066.2 —1,220.4 —936.4  —978.0 


Source: International Monetary Fund (IMF), 
Balance of Payments Yearbook, vols. 15, 16 and 17. 


crease in imports, and Uruguay, where in spite of 
igher wool and meat prices, exports fell short of the 
pected level. Guatemala also had a small deficit. 
ther countries, such as Colombia and Haiti, continued 
) show imbalances prior to compensatory financing, 
ut on a much smaller scale than before. The other 
untries obtained surpluses which improved their 
osition with respect to net monetary reserves and net 
ympensatory loan movements; Venezuela’s was the 
iggest, although it was not as high as in the previous 
sar. In Brazil’s case, a surplus was registered before 
ympensation, in contrast with the imbalances of the 
vO preceding years, whereas in that of Argentina the 
alance was much less favourable than in 1963 (see again 
ible 267). 


2. THE CURRENT ACCOUNT 


In 1963, the deficit on current account was only 
40 million dollars, as against the annual average of 
140 million which had been shown since 1960. The 
nbalance in 1964 rose to about 510 million dollars. 
he relative improvement for the region as a whole 


® Provisional data. 
b Provisional estimates and figures. 


The positions on current account in each of the last 
two years, however, are attributable to different causes. 
The low level of the imbalance shown for the region as a 
whole in 1963 must be ascribed to the restriction of 
imports and to an increase in the volume, and, up to a 
point, in the prices of exports. In 1964, on the other hand, 
the rise in the deficit on current account is imputable to 
a widespread expansion of imports in excess of the 
increment in export values. 

The foregoing differences gave rise to divergent 
current account trends in the various individual countries. 
Those which, like Argentina, Brazil, Chile, Colombia, 
Haiti, Paraguay, Uruguay and Venezuela, had been 
restricting or controlling imports in order to reduce the 
current deficit or build up surpluses, in view of the levels 
reached by their external debt commitments or net 
capital outflows, took advantage of the recovery of 
export prices in 1964 to increase their imports—with the 
exception of Brazil—a tendency which was also apparent 
in the other countries of the region. 

In addition to Argentina and Venezuela, Haiti likewise 
showed a modest surplus on current account in 1963, 
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it in the following year it was replaced by a fairly 
tge deficit; Peru, after registering imbalances in 1962 
id 1963, obtained a surplus in 1964. Colombia, Costa 
ica, Honduras, Panama and Uruguay have witnessed 
oward and downward fluctuations in their deficits since 
162, in which no clearly-marked trend can be traced, in 
mtrast with Chile and Bolivia, whose deficits on current 
count have steadily declined in recent years. The 
untries with growing imbalances include Ecuador, 
lexico, the Dominican Republic, El Salvador, 
uatemala and Nicaragua. Among these, Mexico is 
itstanding, since its deficit in 1964 was higher than any 
her in the region, caused by a marked increase in 
ports comparable only to those following the Second 
‘orld War or during the Korea and Suez crises (see 
rain table 268). 


The conclusion may be reached that in 1964, as a 
sult of the recovery in export prices, the balance-of- 
1yments position on current account did not deteriorate, 
the considerable expansion of imports, which helped 
strengthen the economic development of the Latin 
merican countries, is duly taken into account. In 1963, 
1 the other hand, despite the expansion of exports, 
me of the leading countries in the region had to restrict 
eir imports in order to meet external debt commitments, 
us weakening their internal growth. 


(a) The merchandise account 


The trend followed in the past by Latin America’s 
yeregate trade balance—if both exports and imports 
e reckoned on an f.o.b. basis—was favourable to the 
gion, and since 1962 the surplus has been steadily 
creasing. With the exception of a few years, however, 
has fallen short of the amounts required to finance 
€ service items that make up the rest of the current 
count. 


The balance on merchandise transactions in the region 
.a whole showed a surplus of 811 million dollars in 
161, and this sum rose to over 1,900 million in 1963 
id 1964. The position is not quite so favourable, how- 
er, if Venezuela is excluded, for it can then be seen that 
tween 1957 and 1962, with the sole exception of the 
ar 1959, the other countries show a constant imbalance, 
hich in 1963 and 1964 gave way to trade surpluses of 
10 and 480 million dollars respectively (see table 269). 


The basic reason why the imbalance on the merchandise 

count persisted for over five years is to be found in the 
‘ice decline whereby exports were affected up to 1962, 
hich also accounts for the high level of external in- 
s>btedness reached by some countries that could not 
upose the further restrictions needed to bring their 
yports into line with their external purchasing power. 
| countries which started off with a trade balance deficit, 
© pressures deriving from external disequilibrium 
nded to increase in so far as the imbalance was aggra- 
ited by other negative items appearing on the services 
count. 


The improvement in the trade balance was progressive. 
1 1960 fourteen countries of the region showed a trade 
ficit; this number was reduced to eight in 1963 and to 
ven in 1964 (Bolivia, Colombia, Costa Rica, Dominican 
epublic, Guatemala, Mexico and Panama). In the cases 
* Mexico and Panama the deficits, while considerable 
size and strongly influencing that of the region, were 


of a different order inasmuch as they were offset by the 
surpluses obtained for travel and other items on the 
services account. 


Exports 


A combination of world supply and demand factors 
enabled Latin America to expand its export trade in 
1963 and 1964.1 In 1963 the value of the region’s total 
exports reached 9,123 million dollars, as against 7,947 
million in 1960, which implied an increase of nearly 
15 per cent, and of over 6 per cent in relation to 1962. 
In 1964 it rose to 9,746 million dollars, i.e., 6.8 per cent 
more than in 1963, entirely by virtue of the upward 
trend of prices, since because of the severe contraction 
of Brazil’s exports in physical terms the volume of the 
region’s external sales increased only slightly, as compared 
with the preceding year’s figures. 


The countries that are conspicuous for the steady 
growth of their exports in the past two years are Argen- 
tina, Bolivia, Brazil (mainly in 1963, owing to exception- 
ally large sales in terms of volume), the Dominican 
Republic, Mexico, Panama, Uruguay and the Central 
American countries. Other countries which considerably 
increased their exports in 1964 are Chile, Colombia, 
Paraguay and Peru (see again table 269). 


Imports 


Owing to balance-of-payments tensions, the growth of 
exports in 1962 and 1963 was not reflected in an expan- 
sion of import demand, with the result that economic 
development possibilities were weakened by the limita- 
tions thus imposed on available supplies of imported 
raw materials, intermediate products and capital goods. 
In 1962 rather more imports were affected than in the 
preceding year, but in 1963 the f.o.b. value of external 
purchases was barely 7,178 million dollars, as against 
7,488 million in 1962, so that they decreased by 4.1 per 
cent. With the exclusion of Venezuela, which has been 
restricting its imports ever since 1960, the general picture 
remained unchanged in 1963, but if Argentina, whose 
external purchases have been subject to controls since 
1962, is also excluded, a slight increase (3 per cent) is, 
observable in the imports of the remaining countries, 
although some of them, such as Brazil, Chile, Colombia, 
Haiti, Paraguay and Uruguay, have been imposing import 
restrictions (see again table 269). In 1964, Latin America’s 
imports were 9.1 per cent higher than in the preceding 
year, regaining the peak level of 7,830 million dollars 
attained in 1957. Brazil was the only country to reduce 
its imports; the others all increased them, especially 
Ecuador, El Salvador, Mexico and Nicaragua, whose 
imports showed increments ranging from 20 to 25 per 
cent. Next came Bolivia, Chile, Colombia, Costa Rica, 
the Dominican Republic, Guatemala, Uruguay and 
Venezuela, with increases of 10 to 20 per cent. In the 
other countries the corresponding increases were lower 
than 10 per cent. The value of the imports effected in 
1964 by Argentina, Uruguay and Venezuela still stood 
below the levels reached in the early years of the decade 
(see again table 269). 


It is worth noting that the pressure exerted by the value 
of imports on that of exports has been eased in the last 


1 See chapter V of the present Survey. 
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few years, with the consequent strengthening of the trade 
balance position. In the region as a whole, the import- 
export ratio dropped from 90 in 1961 to 80.3 in 1964, 
and if Venezuela is excluded, from 109.6 to 93.3. In 
other words, existing balance-of-payments tensions derive 
not so much from a excess of imports over exports as 
from the dangerous limits reached by creditworthiness 
and/or the level of monetary reserves, which have 


million dollars, while merchandise transactions also show 
a cumulative deficit of 365.8 million. The situation 
improves somewhat in this group of countries, however, 
if the years 1963-64 in particular are considered, since 
the increase in export earnings and the decision adopted 
by some countries to control or restrict their imports 
enabled fairly big surpluses to be built up, in contrast 
with the deficits registered in 1960-62. The cumulative 


Table 270. Latin America: Total transaction under the head of services* 
(Millions of dollars) 


Total excluding Cuba 
Year Credit Debit 


Total excluding Cuba and Venezuela 


Balance Credit Debit Balance 


1960 


1,533.0 


3,400.9 —1,867.9 1,396.4 2,519.5 —1,123.1 


1961 1,561.5 3,500.3 —1,938.8 1,444.2 2,568.3 —1,124.1 

1962. 1,485.9 3,645.7 —2,159.8 1,400.7 2,615.1 —1,214.4 

1963> . 1,604.8 3,621.0 —1,016.2 1,513.4 2,640.2 —1,126.8 

1964° 157392 4,147.1 —2,407.9 1,629.2 3,008.1 —1,378.9 
Source: International Monetary Fund (IMF), services. 


Balance of Payments Yearbook, vols. 15, 16 and 17. 


*Tncluding freight and other transport expendi- 
ture, insurance, travel, investment income and other 


compelled a certain number of countries to control or 
restrict their imports, and in some instances to accelerate 
the import process, with a view to reducing the deficit 
or building up surpluses which will improve their position 
as regards these two crucial factors. 


(b) The services account 


This account includes transactions under the head of 
freight and insurance on international shipments and 
other transport, travel, investment income and other 
services. As the source of the data is the Balance of 
Payments Yearbook published by the International 
Monetary Fund, the definitions and concepts relating 
to each item correspond to those given in the Balance 
of Payments Manual, except for “‘other services’, where 
Government transactions not included elsewhere and 
miscellaneous services are presented in the aggregate. 


Before the items included in the services account are 
analysed one by one, its over-all results may usefully 
be contrasted with those of merchandise transactions. 
Foreign investment income constitutes the salient item 
in the services account because of the size of the deficit; 
next come payments of freight and insurance on interna- 
tional shipments and other transport, and Government 
transactions and other services. Only the travel account 
shows a surplus for Latin America as a whole. 


The region’s aggregate balance on the services account 
has always been unfavourable, whether Venezuela is 
included or not. Except in a few years, this imbalance 
has been larger than the surplus of the merchandise 
account (see table 270). 

The cumulative deficit on the services account in 
1960-64 amounted to 9,390.6 million dollars, thus 
exceeding the favourable balance on merchandise 
transactions in the same period by 41.5 per cent. If 
Venezuela is excluded from the region as a whole, the 
imbalance becomes still more marked, since the sum of 
the deficits on the services account reaches 5,967.3 


Provisional data. 
© Provisional estimates and figures. 


surplus on merchandise transactions in 1963-64 (ex- 
cluding Venezuela’s) was 872.2 million dollars, while the 
deficit on the services account was 2,505.7 million, which 
implies that 35 per cent of the imbalance on services 
payments was financed by the favourable balance on the 
merchandise account. 


G) Transactions under the head of freight and insurance 
on international shipments and other transport 


The long-term characteristics of this account have 
been analysed in earlier studies. The results obtained 
in 1963 and 1964 were on the same general lines as in 
previous years. The balance remained unfavourable, 
standing at 650-700 million dollars as from 1961, or 
500-560 million if Venezuela is excluded (see table 271). 


The cumulative deficit under the head of international 
transport totalled 1,998.1 million dollars in 1960-62, and 
1,337 million in 1963-64, absorbing 72.2 and 34.6 per 
cent of the surplus on merchandise transactions in the 
first and second of these periods respectively. Thus, the 
incidence of the deficit decreased substantially, thanks 
to the strengthening of the trade balance. But if Venezuela 
is excluded from the regional total, the cumulative deficit 
of 1,537.6 million dollars on transport transactions 
during the earlier period combines with the deficit of 
1,238 million dollars on merchandise transactions to 
aggravate the balance-of-payments disequilibrium. In 
the later period, on the other hand, there is a manifest 
improvement, since merchandise transactions give risé 
to fairly large surpluses, although the transport deficit 
still exceeds them by 21 per cent. 

The pressure exerted on total current income by gross 
expenditure on transport declined from the 10 per cent 
registered in 1961 to 9.3 per cent in 1964, thanks to the 
expansion of exports and the contraction of imports up 


2See ECLA, Economic Survey of Latin America, 1963, United 
Nations publication, Sales No. 65.11.G.1. 
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) 1963, although other factors, such as unit prices for 
laritime freight and the growth of national merchant 
eets, may also have operated in the same direction. 
Hence it may be inferred that deficits under the head of 
ternational transport tended to jeopardize the balance- 
f-payments equilibrium by absorbing a considerable 
roportion of the surplus on the region’s merchandise 
count, and, if Venezuela is excluded, balance-of-pay- 
ents pressures were aggravated in so far as imbalances 
ere shown on the merchandise account. 


Table 271. 


respectively, thus recovering from the drop in 1962. If 
Venezuela is excluded, the surplus is 305 million dollars 
in 1963 and 389 million in 1964 (see table 272). 

The proportion of total current income absorbed by 
the gross expenditure on foreign travel by residents in 
Latin Amerca has gradually declined from 1961 onwards. 
In 1960, travel expenses represented 6.1 per cent of total 
current resources, in 1963 they dropped to 5.6 per cent, 
and they remained at the same level in 1964. While this 
trend implies a faster growth of total income, it also 


Latin America: Transactions under the head of freight and insurance 


on international shipments and other transport 
(Millions of dollars) 


Total excluding Cuba 


Total excluding Cuba and Venezuela 


Year Credit Debit Balance Credit Debit Balance 
1960 286.0 916.0 — 630.0 265.4 743.1 —477.7 
1961 Sis) 983.9 — 666.4 292.7 819.9 —527.2 
1962 . 328.1 1,029.8 —701.7 306.8 839.5 —532.7 
19632. 344.5 993.0 — 648.5 323.2 823.8 —500.6 
1964 382.2 1,070.7 —688.5 344.2 900.7 —556.5 


Source: International Monetary Fund (IMF), 
Balance of Payments Yearbook, vols. 15, 16 and 17. 


® Provisional data. 
Provisional estimates and figures. 


Table 272. Latin America: Transactions under the head of travel abroad 
(Millions of dollars) 


Total excluding Cuba 


Total excluding Cuba and Venezuela 


Year Credit Debit 

1960 727.2 594.2 
1961 781.2 574.9 
1962: 794.5 597.4 
196325 850.3 613.0 
1964> SPS) 616.9 


Balance Credit Debit Balance 
-- 133.3 723.8 518.0 +205.5 
+206.3 HYD 312.1 +265.8 
+197.1 791.2 $27.0 + 164.2 
+237.3 846.5 541.6 +304.9 
+209.0 920.9 531.9 + 389.0 


Source: International Monetary Fund (IMF), 
Balance of Payments Yearbook, vols. 15, 16 and 17. 


The deficit on the transport account was basically due 

Latin America’s lack of shipping, since, apart from 
her similar transactions, the major component of the 
count consists in import freight on the expenditure 
je and transit freight on the side of income. Thus, 
untries possessing fairly large merchant fleets (Argen- 
1a, Brazil, Chile and Colombia) reduced the size of the 
ficit commensurately with the development of the 
ets in question. But in this respect the other Latin 
merican countries are heavily dependent upon foregin 
ipping, and the deficit on the balance of international 
insport transactions will tend to increase with the 
owth of imports. 


) Transactions under the head of travel 


This is the only services account which presents a 
rplus for the region as a whole and it contributes, to- 
ther with the surplus on the merchandise account, to the 
ancing of other items of the services account. 

In the whole of Latin America the surplus in 1963 and 
64 amounted to 237 million and 209 million dollars, 


® Provisional figures. 
Provisional estimates and figures. 


reflects the restrictions imposed by certain countries on 
travel by its residents, as well as the higher cost of such 
travel due to the devaluation of the currency in some 
countries. 


It is a well-known fact that Mexico and Panama present 
a considerable surplus on their travel account, which 
determines the region’s favourable position. In Mexico, 
the positive balance was 272 million dollars in 1960, 
rising to 324 million dollars in 1964. Panama, which in 
1960 recorded a surplus of 18 million dollars on this 
account, increased the figure to 32 million dollars in 
1964. If these two countries are excluded, Latin America’s 
position is seen to be negative. The deficit on the travel 
account for the rest of the Latin American countries was 
157 million dollars in 1960, 143 million in 1963 and 47 
million in 1964. But even within this group of countries, 
Costa Rica, Ecuador, Haiti, Peru and Uruguay had 
favourable balances to show in transactions under this 
head. 

It is important that, in the face of the unsatisfactory 
position with regard to the merchandise account, the 
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Latin American countries should pay particular attention 
to developing the tourist trade as a means of accumulat- 
ing the necessary resources—as in the case of Mexico and 
Panama—to finance their own travel needs and to in- 
crease their capacity to import. It should also be noted 
that some 50 and 70 per cent, respectively, of the travel 
transactions in Mexico and Panama are not directly 
derived from the tourist trade, but from border tradein the 
former, and from the expenditures of residents in the 
Canal Zone, in the latter. 


In the three years 1960-62 the net cumulative payments 
under the head of foreign capital servicing amounted to 
3,972.6 million dollars, or 43 per cent more than the 
surplus on the merchandise account, which, irrespective 
of other items of the services account, contributed 
heavily to the critical balance-of-payments position. 
However, in the years 1963-64, which marked an upsurge 
in exports, the net cumulative payments of earnings, 
interest and other returns on foreign investment totalled 
3,130.2 million dollars, absorbing 81 per cent of the 


Table 273. Latin America: Investment income 


(Millions of dollars) 
Total excluding Cuba Total excluding Cuba and Venezuela 
Credit Debit Balance Credit Debit Balance 
1960 
Direct investment income 43.6 984.9 —941.3 32.4 467.2 —434.8 
Other investment income 11.9 276.7 —264.8 11.8 266.7 —254.9 
TotTaL 55.5 1,261.6 —1,206.1 44.2 733.9 —689.7 
1961 
Direct investment income 78.7 1,091.8 —1,013.1 64.2 531.1 —466.9 
Other investment income 10.2 320.1 —309.9 8.9 297.5 —288.6 
TOTAL 88.9 1,411.9 —1,323.0 73.1 828.6 —755.5 
1962 
Direct investment income 19.7 1,126.1 —1,106.4 8.1 488.5 —480.4 
Other investment income 11.2 348.3 —331.3 9.1 329.1 —320.0 
ToTaAL 30.9 1,474.4 —1,443.5 17.2 817.6 —800.4 
1963* 
Direct investment income 16.2 1,104.9 —1,088.7 2.0 468.3 —466.3 
Other investment income 16.5 340.5 —324.0 Hes a3. —311.9 
TOTAL, 932-7 1,445.4 —1,412.7 1353) 791.5 —778.2 
1964? 
Direct investment income 19.5 1,303.3 —1,283.8 3.5 559.3 —355.8 
Other investment income 16.1 449.8 —433.7 10.1 431.8 —421.7 
TotaL 35.6 1,753.1 —1,717.5 13.6 991.1 —977.5 


Source: International Monetary Fund (IMF), 
Balance of Payments Yearbook, vols. 15, 16 and 17. 


(iii) Investment income 


Latin America, like other developing regions, is a net 
debtor area in respect of the payment of foreign invest- 
ment income. The servicing of foreign capital under the 
head of direct investment earnings, dividends on port- 
folio investments and interest on short and long-term 
loans has either practically absorbed the surplus on the 
regional merchandise account or exceeded it, according 
to the period concerned. This situation is aggravated in 
those countries whose merchandise accounts present 
disequilibria or only minor surpluses. 


The principal component of these payments in Latin 
America as a whole is direct foreign investment income. 
Nevertheless, the payment of interest on short and long- 
term loans and of dividends on portfolio investments 
has slowly increased as a result of the growing importance 
of loans in external financing. If Venezuela is excluded, 
direct foreign investment earnings are seen to have 
dropped sharply in view of the significant proportion 
of the regional total accounted for by the payment of 
petroleum investment earnings in that country (see table 
273). 


® Provisional figures. 
Provisional estimates and figures. 


surplus in merchandise transactions for the region as 4 
whole. 


If Venezuela is excluded, the net payments in respect 
of foreign capital servicing are reduced by 44 per cent 
but the seriousness of the balance-of-payments position 
is accentuated. In this group of countries the net over-all 
servicing of foreign investment in 1960-62 amounted t 
2,245.6 million dollars, while the merchandise acco 
also presented an imbalance of 1,238 million dollars, thus 
seriously aggravating the external disequilibrium. Thi 
position was somewhat easier in 1963-64, inasmuch 
by that time the merchandise account reflected a -— 
of 872 million dollars, although the net payments ol 
earnings and interest on foreign investment amounted t 
1,755.7 million dollars, which was still more than twi 
as much as the surplus. 


The servicing of foreign capital has risen steadily from 
1,206 million dollars in 1960 to 1,444 million dollars in 
1962, but in 1963 it dropped to 1,413 million dollars owing 
to the reduction in Brazil’s service payments, since the 
critical balance-of-payments situation in that country 
precluded the honouring of its external commitments. 
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he total was up again to over 1,700 million dollars 
| 1964 as a result of the heavy increments recorded 
y Argentina, Brazil, Mexico and Venezuela, thus 
‘ceeding by some 19 per cent the high level reached 
1962. Although all the components of these payments 
ave increased, a higher proportion is absorbed by 
terest on loans than by direct investment earnings, 


under the head of earnings and interest represented 
12 per cent of current income in 1964, by Chile (15.5 per 
cent), Colombia (13.1 per cent), Haiti (13.2 per cent) and 
Mexico (16.7 per cent), all of which, except Brazil, 
showed a marked increase compared with 1960. Only 
in 1961 was Argentina’s coefficient higher than the 
regional average, but it is now lower, a determining 


Table 274. Latin America: Other services 
(Millions of dollars) 


Total excluding Cuba 


Total excluding Cuba and Venezuela 


Year Credit Debit Balance Credit Debit Balance 
1960. : : : . 464.0 629.1 —165.1 363.0 524.2 —161.2 
1961. 4 a : a BEY) 529.6 —155.7 300.5 407.7 —107.2 
19625" ‘ A s e324 544.1 —211.7 285.5 431.0 —145.5 
1963 . A 4 3 3) SRS) 569.6 —192.3 330.4 483.3 —152.9 
1964> . 4 : c 9 3955: 606.4 —210.9 350.5 484.4 —133.9 


Source: International Monetary Fund (IMF), 
Balance of Payments Yearbook, vols. 15, 16 and 17. 


® Provisional figures. 
» Provisional estimates and figures. 


Table 275. Latin America: Private transfer payments 
(Millions of dollars) 


Total excluding Cuba 


Year Credit Debit 
1960 6 é A * 58.0 153.8 
1961; c 4 - ‘ 66.8 157.1 
19627 © E é : : 73.9 162.3 
19633%: 5 7 é 3 92.4 156.6 
1964> . 4 - ‘ <0) 100.2 144.5 


Source: International Monetary Fund (IMF), 
Balance of Payments Yearbook, vols. 15, 16 and 17. 


cause of the growing importance attached to loans in 
lation to direct foreign investment in Latin America’s 
ternal financing. If Venezuela is left out, those pay- 
ents—particularly direct investment earnings—are 
nsiderably smaller, but the trend followed by the 
st of the countries is the same as for the region as a 
ole. 

The share in current income accounted for by gross 
yments of earnings and interest in respect of foreign 
vestment also increased gradually up to 1962, when it 
is just over 14.6 per cent for the whole region; but in 
63 it fell to 13.5 per cent, and was 15.3 per cent in 1964. 
1e trend is the same if Venezuela is excluded, but the 
efficient is lower, i.e., 11 per cent in 1962 and 11.3 per 
nt in 1964. It is interesting to note the position of each 
dividual country in this respect. Venezuela’s coefficient 
se slowly from 20.2 per cent in 1960 to 24.7 per cent in 
63 and 28.5 per cent in 1964, easily exceeding the co- 
icient for the whole of Latin America. This explains 
1y the surplus on Venezuela’s merchandise account 
ist be high, particularly if it is considered that from 
60 on the country has suffered net disinvestment on 
ite a considerable scale. 

The mean coefficients for Latin America, excluding 
nezuela, are exceeded by Brazil, whose payments 


Total excluding Cuba and Venezuela 


Balance Credit Debit Balance 
—95.8 58.0 66.1 —8.1 
—90.3 66.8 73.3 —6.5 
—88.4 73.9 79.7 —5.7 
—64.2 92.4 72.0 +20.4 
—44,3 100.2 56.5 +43.7 


® Provisional figures. 
b Provisional estimates and figures. 


factor of this trend being the more dynamic growth of 
its exports coupled with the diminution of direct 
investment earnings. The coefficients for the remaining 
countries are below the average, although varying 
widely in importance. 


; 


(iv) Transactions under the head of other services 

This account covers government transactions not 
included in other balance-of-payments items, as well as 
miscellaneous services. 

Transactions under these heads also present a deficit 
for Latin America, although not such a large one, 
amounting in 1964 to 210.9 million dollars, or 139.9 
million dollars if Venezuela is excluded (see table 
274). 

Panama and Mexico registered fairly large surpluses 
in these transactions, the former because of the remuner- 
ation of labourers employed in the Canal Zone and the 
latter through the remittances of migrant workers in the 
United States, Minor surpluses occurred in Chile, Costa 
Rica and Guatemala, while the following countries 
recorded substantial deficits in 1964: Argentina, 106 
million dollars; Brazil, 69 million dollars; Colom- 
bia, 29 million dollars; and Venezuela, 77 million 
dollars. 


1 
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The contribution of gross expenditures under this head 
to current income gradually diminished from 6.5 per 
cent in 1960 to 5.2 per cent in 1963. If Venezuela is 
excluded, the coefficients are somewhat higher and show 
a similar downward trend. 


(c) Private transfer payments 
Transactions under this head in Latin America com- 
prise, in particular, transfer payments to and from private 
individuals in foreign countries, aid to immigrants from 


their families abroad, and, on a lesser scale, transfers o 
capital. Since the latter are only of secondary importance 
this item is included in the balance-of-payments current 
account. 

Although Latin America as a whole reflects a defici 
on this account, too, which dropped gradually fron 
95.8 million dollars in 1960 to 49.3 million in 1964 and 
if Venezuela is excluded, the imbalance is reduced tc 
8.1 million dollars in 1960, while the last two year: 
witnessed small surpluses (see table 275). 


B. THE BALANCE OF PAYMENTS ON CAPITAL ACCOUNT 


The net external financing used to offset the balance 
of payments is equal but of opposite sign to the balance 
on current account. It therefore includes net autonomous 
capital inflows, the movements of monetary reserves 
and net variations in compensatory credit. 


With a view to a more accurate study of the evolution 
of external financing in the Latin American countries, 
the net movements of funds have been classified under 
the following heads (see table 276): (a) foreign funds; 
(b) domestic funds; (c) errors and omissions; and (d) 
gross gold and foreign exchange reserves. Foreign funds 
include direct private investment, long-term loans and 
portfolio investment, movements of short-term liabilities 
which are autonomous in relation to the balance of 
payments and official transfer payments. Recorded 
separately under this head are the net movements of 
foreign compensatory funds related to deferred import 
payments, balance-of-payments loans, movements of 
short-term liabilities of the monetary authorities, and 
other changes in the position vis-a-vis the International 
Monetary Fund (IMF). It is not easy to record fully and 
accurately the movements of domestic funds in so far as 
capital transactions are concerned. The present analysis 
includes under this head the changes in Latin America’s 
assets in other countries. The figures for errors and 
omissions are generally negative and residual. They are 
consistent with various factors related to errors in 
calculating the assets and liabilities in accounts with other 
countries and to discrepancies in the entries; in addition, 
they are considered to include private movements of 
capital not computed in the movements of domestic 
funds, the value of which cannot be determined in the 
accounts with other countries. 


By means of this specification of capital transactions, 
more light is shed on the part played by those diverse 
sources of external financing, and on the variations in 
the region’s monetary reserves. 


The figures in table 276 show that the net inflows of 
foreign funds exceeded the amount that would have been 
needed for the region’s net external financing in 1960-64 
by an annual average of about 600 million dollars, but 
this surplus was offset by an average net outflow of some 
573 million dollars annually, presented by the movements 
of domestic funds and the errors and omissions during 
the same period. Hence, in certain years (1961 and 1962), 


3 See ECLA, External financing in Latin America (E/CN.12/649). 


gold and foreign exchange reserves had to be used te 
balance the disequilibrium on current account. Althougk 
the exclusion of Venezuela from the regional tota 
reduces the margin by which the inflows of foreign funds 
exceeded net external financing to an annual average of 
377 million dollars in 1960-64, and the net outflows o! 
domestic funds and the errors and omissions to 357 
million dollars, the same comments apply to the regior 
as a whole. 


However, the net inflows of foreign funds have de- 
creased notably in the last few years. After reaching the 
peak figure of 1,741.6 million dollars in 1961, as deter. 
mined by the increment in autonomous capital inflows 
they dropped to 1,411.7 million dollars in 1962 and te 
1,291.8 million in 1963, that is, by 8.5 per cent annually. 
and at a still faster pace in 1964—22.3 per cent—when 
it reached a little over 1,000 million dollars. 


The exclusion of Venezuela from the regional total 
does not affect this trend because Argentina and Brazil, 
after a period of intensive recourse to external financing, 
are making less use of this type of financing. If Argentina, 
Brazil and Venezuela are excluded, the inflow of external 
funds into Latin America amounted to 1,120 million 
dollars in 1961, compared with 490 million dollars in 
1960. The net inflow declined slightly in 1962, recovered 
in 1963, and reached a total of more than 1,300 million 
dollars in 1964. This increase in the latter year, however. 
was due entirely to Mexico, which resorted extensively 
to external financing. In fact, if Argentina, Brazil, 
Mexico and Venezuela are excluded, the net inflow into 
the fifteen remaining countries amounted to 710 million 
dollars in 1961, compared with 296 million dollars in 
1960, rising to nearly 800 million dollars in 1962, only to 
fall again in the next two years, although remaining 
above 700 million dollars in 1964. It should be noted 
that since Argentina and Brazil made less use of external 
funds, the other countries’ share of external financing 
was correspondingly greater (see table 277). 


In contrast with this trend, domestic funds registered 
net outflows which, added to errors and omissions, have 
constituted a severe drain on Latin America’s external 
resources. Hence, in spite of the drop in external funds 
for the region as a whole, these funds continued to be 
the chief source of external financing, so much so that 
Latin America was able to increase its gold and foreign 
exchange reserves over and above the amount it had used 
up in the previous two-year period (see again tables 276 
and 277). 
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C. EXTERNAL AUTONOMOUS AND COMPENSATORY FUNDS 


1. COMPENSATORY MOVEMENTS 


In 1960-62 net compensatory capital flows represented 
21 per cent of the total movement of external funds, but 
in 1963-64 net use of this resource was practically nil, 
because the payments made exceeded the additional 
inflow under this heading whether Venezuela is included 
or not (see again tables 276 and 277). 


The annual movement indicates that compensatory 
financing has been decreasing sharply, from a net inflow 
of 600 million dollars in 1960 to 108 million in 1963, 
while in 1964 there was a net outflow of over 250 million 
dollars. These movements reflect the decision of certain 
countries to effect a progressive reduction in their use of 
such funds, because of the pressure on the balance of 
payments from the high level of obligations incurred 
through large-scale recourse to compensatory financing; 
the reduction is also in part an indication of some 
improvement in the external accounts. If Argentina, 
Brazil and Venezuela are excluded, net use of compen- 
satory funds still drops sharply, although the region 
registered a surplus in the last year. 


2. AUTONOMOUS OR NON-COMPENSATORY EXTERNAL FUNDS 


The net total movement of non-compensatory capital 
has been declining, after reaching a peak level of 1,507 
million dollars in 1961. In 1963 the figure was 1,184 
million dollars, and in 1964 it amounted to 1,260 million 
dollars. 


The amounts are larger if Venezuela is excluded but 
the downward trend remains the same because of the 
extent to which the figures are affected by Argentina and 
Brazil. If these two countries—as well as Venezuela— 
are excluded, the net inflow of funds into the other 
countries steadily increased during the sixties, rising from 
500 million dollars in 1960 to 1,300 million dollars in 
1964. However, Mexico also has a strong impact on 
these figures; if it too is excluded, the net inflow of non- 
compensatory funds into the rest of Latin America rose 
from 310 million dollars in 1960 to some 650 million in 
each of the past three years (see again tables 276 and 277). 


Taking the total for the region as a whole, the decline 
in the net inflow of non-compensatory external funds is 
due chiefly to the drop in direct private investment and, 
to a lesser extent, to short-term liabilities which were not 
offset by long-term loans and government transfers. In 
these circumstances the contribution of loans to total 
autonomous capital inflows rose to a peak of about 
50 per cent in the sixties, whereas in the fifties the largest 
contribution had been that of direct investment (see 
again table 276). 


If Venezuela is not included in the regional total the 
contribution of direct investment is slightly higher, but 
the general picture described above still holds, with a 
higher proportion of loans in the total non-compensatory 
capital inflows. 


The trends are more clear-cut if Argentina, Brazil and 
Venezuela are excluded from the regional total; external 
funds make up a large share both of direct investment 
and long-term loans in the first two countries, their 
incidence declining in later years when more external 
funds were channelled to Mexico and the other countries. 


It will be noted from table 277, in which Argentina, 
Brazil, Mexico and Venezuela are not included, that 
while direct investment declined between 1960 and 1964, 
long-term loans increased by 600 per cent during the 
same period. 


The predominant role which long-term loans have 
played since 1961 is due to the establishment of the 
Inter-American Development Bank, the new external 
financing policy embarked upon since the Punta del 
Este Conference, and the formulation of national plans 
by a great majority of countries. These plans have led 
to the presentation of specific projects for the use of funds 
from official sources in the United States and inter- 
national credit agencies. 


3. DIRECT INVESTMENTS 


The highest level of net direct investment (including 
reinvestment of profits) in the last few years was in 1960, 
amounting to 390 million dollars for the region as a whole 
and to 534 million dollars if Venezuela is excluded. After 


Table 278. Latin America: Net direct investment by country 


(Millions of Dollars) 
Country 1960 1961 1962 1963* 
Argentina . : .+332.0 —18.2 +71.8 +77.9 
Bolivia A ; : . +165 +114 +4101 +5.8 
Brazil P A : -+138.0 +147.0 +132.0 +87.0 
Chile . , : ; . +29.0 +51.9 +39.9 —26.0 
Colombia . < ; 5 P25: +1.1 +0.4 +0.8 
Ecuador. ; : . +8.0 +8.4 +3.4 +3.6 
Mexico 3 : 5 . —38.1 +119.3 +1296 +118.5 
Paraguay . r - . +2.4 +1.3 +1.9 +3.0 
Peru . : ; . +66 +13.1 +5.9 +26.8 
Uruguay . : ei » 3-8 +4.8 ag oe 
Venezuela ; 4 .—145.2 —70.4 —254.1 —107.4 
Haiti 3 a : . +0.1 +0.6 +1.2 —14 
Dominican Republic . . —3.9 —3.6 +4.3 +4.0 
Panama . F : . +173 +304 +16.6 +7.7 
Central America 
Costa Rica , , . +2.4 +7.7 +12.0 +14.0 
El Salvador. : . +45 +3.1 +7.3 +6.2 
Guatemala ‘5 2 . +16.8 +7.6 +9.3 +0.5 
Honduras ¢ ‘ . —7.6 —7.5 —1.0 +2.5 
Nicaragua 4 ‘ . +17 +6.0 +5.4 +4.6 


TorAaL, Latin America 
excluding Cuba+388.8 +314.0 +196.0 +228.1 
Torat, Latin America 
excluding Cuba and 
Venezuela+534.0 +384.4 +450.1 +335.5 


Source: International Monetary Fund, Balance of Payments Year- 
book, vols. 15 and 16. 


4 Provisional figures. 


1960 net inflows under this heading fell sharply; there 
were slight recoveries, but the decline continued steadily. 
In 1963 the level was 228 million, and would be 336 
million if Venezuela were excluded from the regional 
total. This declining trend appears to indicate that funds 
are being obtained more from reinvestment than from 
new transfers of foreign capital (see tables 278 and 279). 


[ 
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The evolution by country shows that there has been a 
substantial net disinvestment in Venezuela since 1960, 
in Honduras in 1960-62, and in the Dominican Republic 
in 1960 and 1961. Argentina, Chile, Haiti and Mexico 
all had one year of net capital outflow under this heading. 
During 1960-61 direct investments were concentrated 
mainly in Argentina and Brazil, which accounted for 
65.1 per cent of the total (excluding Venezuela); Chile 


Table 279. Latin America: Percentage distribution 
of direct investment by country 


Average Average 


1960-61 1962-63 
Argentina 2 ¢ . , ; 34.1 18.8 
Bolivia . 5 : ; , j 3.0 2.0 
Brazil ¢ ; j : P ; 31.0 27.4 
Chile , ‘ , , x A 8.8 1.8 
Colombia j ‘ ‘ j : 0.4 0.2 
Ecuador ‘ é A ; : 1.8 0.9 
Mexico . ; ‘ < : : 8.8 31.1 
Paraguay ; ; ; - , 0.4 0.6 
Peru 7 P : ; ‘ , DPS 4.1 
Uruguay . : : : ; F 2 sees 
Haiti : . . 2 3 ‘ 0.1 — 
Dominican Republic . ‘ ‘ —0.8 1.0 
Panama . : : 3 : : By? aii! 
Central America 
Costa Rica . : F ‘ ‘ 1.1 3.3 
El Salvador . % 5 ‘ ‘ 0.8 3.0 
Guatemala . 3 ‘ ‘ ‘ PH ihe 
Honduras. 5 ‘ 3 17 0.2 
Nicaragua . : : 4 , 0.9 1s 
TOTAL, Latin American excluding 
Cuba and Venezuela 100.0 100.0 


Source: Calculated on the basis of data in the Balance of Payments 
Yearbook, vols. 15 and 16. 


and Mexico followed in second place, with 17.6 per cent. 
In 1962-63 Mexico had a large share, and with Argentina 
and Brazil accounted for 77.3 per cent of total investment 
in the region (excluding Venezuela). There was also a 
significant increase in investment during these two years 
in Peru, Costa Rica and El Salvador. 


4, LONG-TERM LOANS AND PORTFOLIO INVESTMENT 


An account has already been given of the evolution of 
the net inflow of long-term loans and portfolio invest- 
ment, their increasing predominance in the total non- 
compensatory capital inflow, and the steady decline that 
took place after the peak level had been reached in 1961. 
There now follows an examination of the gross inflow of 
this type of capital, and the total of repayments, for the 
region as a whole and by country, with a view to estab- 
lishing how these factors affected the net movements 
(see table 280). 


The gross total of long-term loans and portfolio 
investment in 1961 amounted to 1,946.3 million dollars 
(an increase of 55.8 per cent over the preceding year), 
and then fell steadily to the level of 1,532.6 million 
dollars in 1963 (a reduction of 21.3 per cent). But this 
high level was sharply reduced by the large volume of 
repayments, which averaged about 980 million dollars in 


1960-63, with a rise until 1961 and a decline in 1962 and 
1963. However, the ratio of amortization payments to 
gross loans rose from 56.2 per cent in 1961 to 58.5 per 
cent in 1963, which indicates that payments weakened 
less than gross inflows, the result being a sharper fall in 
net inflows (852.1 million dollars in 1961 to 636.5 million 
in 1963, a fall of 25.3 per cent). 

If Venezuela is excluded from the regional total, there 
is also a reduction between 1961 and 1963 in the gross 
inflow of loans, although to a lesser extent, while there 
is a rise in repayments which results in a sharper decline 
in the net inflow of loan funds, although the absolute 
level in 1963 is higher than in the previous case. In fact 
Venezuela had a net outflow under this heading for all 
years, although the outflow trend declined sharply, as a 
result of the movements of portfolio investment— 
Treasury bonds and bills discounted or sold abroad— 
in which the repayment totals exceeded inflows. 


In both cases, the effect of the level of amortization 
payments was added to the reduction in the gross inflows 
between 1961 and 1963 to produce a sharper decline in 
net inflows under the heading of loans and portfolio 
investments. 


However, this trend is altered if Argentina, Brazil and 
Venezuela are excluded from the regional total. In this 
case the gross total of 540.1 million dollars for loans 
received by the region in 1960 rises steadily to a level of 
918.5 million in 1963 (an increase of 70 per cent); the 
increase is even sharper if the comparison is made for 
net loans, which rose from 222.8 million dollars in 1960 
to 505.9 million in 1963, an increase of over 150 per cent, 
due to a relatively small rise in repayments, which fell 
during this period from 58.7 per cent of gross inflows to 
44.9 per cent. 


In Argentina and Brazil the evolution of gross loans 
was similar, since they rose considerably in 1961 and 
thereafter declined steadily, but the repayment trend was 
different. In Argentina the level was low in 1960, whereas 
in 1963 the total was nearly five times higher for amortiz- 
ation payments. In Brazil, on the other hand, the level 
of repayments in 1960 was very high, but declined until 
in 1963 the total was less than 41 per cent of the 1960 
figure. Both in Argentina and Brazil there was conse- 
quently a higher net inflow of loans, followed by a sharp 
decline in subsequent years. This evolution placed the 
remaining countries in a favourable position. In 1960 
Argentina and Brazil together absorbed 52.7 per cent of 
gross loans for the region (excluding Venezuela); in 1961 
this figure rose to 60.3 per cent, and then declined, to 
reach a level of only 37.9 per cent in 1963, which means 
that the other countries increased their share of total 
gross loans from 47.3 per cent in 1960 to 62.1 per cent 
in 1963. Nevertheless, more significant for the other 
countries was the increase in their share of the net inflow 
of loans, which rose from 53.8 per cent in 1960 to 77.1 
per cent in 1963, as a result of the decline in gross loans 
and high level of repayments in Argentina and Brazil. 


If Argentina, Brazil and Venezuela are excluded from 
the regional total, there is a steady rise in gross loans 
between 1960 and 1963; in particular, the figures in- 
creased over 300 per cent for Chile and Peru, 200 per cent 
for Costa Rica, Panama, Bolivia, El Salvador and 
Honduras, 100 per cent for Colombia, Guatemala and 
Uruguay, 600 per cent for Nicaragua, and for the 
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Dominican Republic, which did not receive any loans 
until 1962. In the remaining countries (except Paraguay, 
which showed a slight rise), there was a reduction in the 
gross inflow of loans during this period. 

With respect to sources of financing for long-term loans 
and portfolio investment, it should be noted that non- 
compensatory loans are received by the region from non- 
monetary international institutions (IBRD, IDB, IFC 


The net loans received by the region from international 
non-monetary institutions and United States official 
agencies was three times higher in 1961 than in 1960, 
amounting to 416.5 million dollars; in 1962 it fell to 
396.2 million, rose to 529.4 million in 1963, and, according 
to provisional estimates, fell in 1964 to 360 million dollars. 
These fluctuations were due to the considerable reduction 
in the loans from Eximbank and the net outflow to 


Table 281. Latin America: Net non-compensatory long-term loans, by main types, 1960-64 


(Millions of dollars) 
Net non- Long-term non-compensatory loans from official sources 
compen- Se ee 
satory United States Other 
long-term International institutions official institutions United long-term 
loans States Private loans, 
Year received funds Total guaran- portfolio 
or by the AID through official teed investments 
period public IBRD IDB Other Total EXIM- and Total Social (5+8+9) export and 
and b < (2+3+4) BANK other (6+7) Progress credits adjustment 
private a c Trust g ‘or 
sectors Fund errors 
in Latin t U—10—11) 
America 
() (2) (3) (4) (5) (6) (7) (8) (9) (10) (1) (12) 
Latin America excluding Cuba ; 
1960 =. 42769" “28K = 412.2 +403 +444 4465 °4909) 9—= 9131 0004-c764 ee 
1961 . . +8521 +4546 +51 +51 +4648 +2084 +1424 +3508  +0.9 +4165 +2360 +199.6 
1962... $755.2 494.2 435.9 +4109 +1410 472.2 +1616 42338 +4214 43962 +1267 —230m 
1963. —... $636.5 4201.7 +734 +8.7 +2838 +72 4173.8) +1810) +686 452040) 498 
—— 
1964h +7500 -- 175.0 -- 12107 +15.0 +3117 --197:8 ~4-180.0 +17.8 +66.8 +360.7 +389.3 
Latin America excluding Cuba and Venezuela 
1960 : . +414.2 +28.1 —— +9:2 +37.3 +414 +46.5 +87.9 = +125.2 4215.6 +734 
1961 - . +935.3 + 54.6 +4.3 +5.0 +63.9 +181.3 +142.3 +323.6 +0.9 +388.4 4239.6 +307.3 
1962 F - +761.0 +91.8 +35.9 +10.9 +138.6 +19.3 +1595 +178.8 +18.6 +3360 +1209 +304.1 
1963 : . +656.3 +188.3 + 69.6 +8.7 +266.6 +17 +1655 +167.2 +47.1 +480.9 +98.5 +76.9 
= re 
1964 . +759.0 +1569 +116.3 +146 4287.8 —125.7 +175.6 +49.9 +56.1 +393.8 365.2 


Sources: IMF, Balance of Payments Yearbook, vols. 13, 14 and 15; 
IBRD, annual reports for 1959-60, 1960-61, 1961-62 and 1962-63, 
section giving the statement for bank loans on 30 June; IDB, annual 
reports, 1961, 1962 and 1963, section giving statement of approved 
loans, 31 December; IFC, annual reports, 1959-60, 1960-61, 1961-62, 
1962-63, statement of operational investments and standby underwriting 
commitments, 30 June; IDA, annual reports, 1960-61, 1961-62, 1962-63, 
section giving statement of development credits, 30 June; Export- 
Import Bank, Statement of loans and authorized credits, 31 December 
1959, 1960, 1961, 1962 and 1963; Social Progress Trust Fund, annual 
reports, 1961, 1962 and 1963, statement of loans approved through 
31 December; United States Department of Commerce, Foreign grants 
and credits, December 31, 1960, 1961 and 1962, and AID, Status of 
loans agreements 31 December 1963: Organization for Economic 
Co-operation and Development, The flow of financial resources to 
countries in course of economic development in 1962, and the 1963 issue 
of the same publication. 

* Includes all long-term loans to the public and private sectors in 
Latin America except balance of payments loans. 

» Includes loans to the private sector or loans without bank guarantees. 

© Covers the operations of IFC and IDA. 


and IDA), United States official agencies (Eximbank, 
AID and others), and United States funds made available 
through the Social Progress Trust Fund administered by 
the IDB, private guaranteed export credits from Western 
Europe, Canada and Japan, and portfolio investments 
and other loans. Table 281 compares the totals for net 
non-compensatory long-term loans received by the public 
and private sectors from the various sources of financing, 
to establish the contribution of each of these souces to 
the net inflow of loans in the past three years. 


4 Covers all Eximbank loans except balance of payments loans. 

© Includes aid loans by countries granted by the United States, and 
the loans formerly entered as credits granted by the Development Loan 
Fund, the International Co-operation Administration, etc.; credits 
granted to Governments and private enterprises under Public Law No. 
480 of 1954, the Agricultural Trade Development and Assistance Act; 
and other credits for civil use (domestic surpluses account, loans made 
by the Institute of Inter-American Affairs, loans made by the Recon- 
struction Finance Corporation, and former transfers that have been 
changed into loans), Balance of payments loans are excluded in so far 
as they are known to be such (loans granted by the Development Loan 
Fund to Argentina, in the amount of 3.3 million dollars in 1960 and 
7.2 million in 1961; loans to Brazil from the United States Exchange 
Stabilization Fund, under the heading of loans from AID, amounting 
to 35 million dollars in 1961, 25 million in 1962 and 14.5 million in 1963). 

f Administered by IBD. 

£ According to the OECD this heading covers the change in the 
amount of private export credits with maturities of over one year 
guaranteed by government agencies, which is outstanding at risk (i.e., 
progress payments are deducted). 

h Estimates based on data for nine months. 


Eximbank in 1964. These reductions were more than 
offset in 1963 by increases in loans from other sources, 
but in 1962 and 1964 the reductions were not fully offset 
by higher receipts from other sources. If Eximbank is 
excluded from this group of institutions, the loans rose 
from 208.1 million dollars in 1961 to 324.0 million in 
1962, 522.2 million in 1963 and 558.5 million in 1964, a 
sharp and increasing rise between 1961 and 1963, and the 
level for 1964 represents the highest ever recorded. This 
increase was due both to the international institutions, 
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and to the United States public agencies (excluding 
Eximbank). However, the most marked and steady 
increase was in loans from IDB and from the Social 
Progress Trust Fund it administers, which in 1964 
together represented the main source of financing—25.1 
per cent of all loans received. Major contributions 
within this group were also made by AID and IBRD, 
which provided 24 and 23.4 per cent, respectively, of the 
loan total (see table 282). 


from 236.0 million dollars in 1961 to 98.3 million in 1963. 

The portfolio investments and other non-compensatory 
loans referred to in the last column of table 281 amounted 
to 199.6 million dollars in 1961, rose to 232.3 million in 
1962, and fell sharply in 1963 to 8.8 million. Thus the 
contribution of these sources fell from 23.4 per cent of 
total loans in 1961 to 1.4 per cent in 1963. 

To sum up, total net non-compensatory loans received 
by the public and private sectors in Latin America 


Table 282. Latin America: Net non-compensatory long-term loans, by main types, 1960-64 
(Percentage) 
Net non- Long-term non-compensatory loans from official sources 
compen- 
satory United States Other 
long-term International institutions official institutions United long-term 
loans States Private loans, 
pear ae Bs hes sia ae guaran- _ portfolio 
period public IBRD IDB Other Total EXIM- and Total Social Cit 9) fee seen 
and (2+34+4) BANK other (6+7) Progress credits adjustment 
private Trust for 
sectors Fund errors 
in Latin U—10—11) 
America 
(2) (3) (4) G) (6) (7) (8) (9) (10) (629) (12) 
Latin America excluding Cuba 
1960 é . 100.0 10.2 = 4.1 14.6 16.0 16.8 32.8 _ 47.4 81.0 —29.0 
1961 a . 100.0 6.4 0.6 0.6 7.6 24.5 16.7 41.2 0.1 48.9 Died 23.4 
1962 0 . 100.0 12.5 4.8 1.4 18.7 9.6 21.4 31.0 2.8 52.5 16.8 30.7 
1963 a . 100.0 B17 11.6 8) 44.6 1.1 Died 28.4 10.2 83.2 15.4 1.4 
es 
1964 100.0 23.4 16.2 2.4 41.6 24.6 24.0 —2.4 8.9 48.1 S19 
Latin America excluding Cuba and Venezuela 
1960 5 . 100.0 6.8 = 22 9.0 10.0 i Ni 2 DiE2 — 30.2 Sel Ge 
1961 : . 100.0 5.8 0.5 0.5 6.8 19.4 15.2 34.6 0.1 41.5 25.6 32.9 
1962 é . 100.0 12.1 4.7 1.4 18.2 2.5 21.0 23.5 2.4 44.1 15.9 40.0 
1963 : . 100.0 28.7 10.6 [3 40.6 0.3 25.2. 25:5 Ted, 7335 15.0 11.7 
SSS 
1964 100.0 20.7 1533 1.9 37.9 —16.6 phy) 6.6 74 51.9 48.1 


Source: ECLA, on the basis of the figures in table 281. 


If each of these groups is considered as a whole, it is 
clear that the non-monetary international institutions 
have increased their contribution and taken the lead; 
between 1961 and 1964 this contribution rose from 7.6 
to 41.6 per cent of total loan financing, whereas the 
contribution of the United States public agencies 
declined during the same period from 41.2 to —2.4 per 
cent, as a result of the decline in Eximbank loans from 
1962 onwards, if the Social Progress Trust Fund is not 
included. If that Fund is included the contribution of 
United States official agencies in 1964 was 6.5 per cent. 

The contribution of the two groups together to all loans 
received rose from 48.9 per cent in 1961 to 83.2 per cent 
in 1963, and in 1964 fell to 48.1 per cent; whereas export 
credits from Western Europe, Canada and Japan fell 
from 27.7 per cent of the total in 1961 to 15.4 per cent 
in 1963. The absolute level of these export credits fell 


declined from 1962 onwards because of the reduction in 
net loans and subsequently because of the net outflows 
to Eximbank, the reduction in export credits from 
western Europe, Canada and Japan, and the reduction 
in inflows in the form of portfolio investments and other 
loans, although the latter inflows and the export credits 
recovered in 1964. However, it should be noted that the 
lag in the utilization of funds, that is, the volume of loans 
authorized but not disbursed, which in mid-1964 amoun- 
ted to 2,340 million dollars,4 was also partly responsible 
for the decline, and as the Latin American countries 
press ahead with the preparation of specific projects and 
put them into execution, the utilization of these funds 
will increase. 


4 The Alliance for Progress: its third year, 1963-64, Pan American 
Union, Washington, D.C. 
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Part Three 
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~ ECONOMIC POLICY AND PLANNING IN LATIN AMERICA 


INTRODUCTION 


Little has been written on the economic policies 
ursued by the Latin American countries. The primary 
im of research has been to shed light on development 
rends and characteristics, a field of study whose priority 
$ unquestionable; and the analysis of the directives and 
nstruments responsible for the orientation of develop- 
nent has been relegated to a secondary plane. Recent 
Xperience, however, clearly shows that the problems 
rising in this latter connexion have acquired exceptional 
mportance with the spread of a determined intention 
mn the part of these countries to promote more dynamic 
rowth, within the framework of over-all development 
rogrammes. In order to fill the existing gap, it is 
anned to undertake a series of studies on the economic 
olicies of the region, of which the first two are presented 
ere. 


In one of them (see chapter VII), the discussion of 
ertain salient aspects of economic policy, viewed from 
he Latin American standpoint, is combined with an 
inalysis of the lines followed in two representative cases, 
—those of Brazil and Chile—over one and the same period, 
ipproximately covering the decade 1954-63. The coun- 
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tries to which they relate were selected not only because 
fairly relatively adequate data are available on their 
policies and on the results achieved, but also because 
these data cover one period and chart two courses, in 
which certain lodestars can be clearly discerned, while 
the divergences deriving from each country’s peculiar 
situation are thrown into relief. In the future, other 
examples will be taken, and individual instruments or 
instrumental fields will be more thoroughly examined; 
for in the present instance the emphasis has been laid 
on questions relating to the macro-economic policy of 
the countries considered. 


The second of the studies inaugurating the series (see 
chapter VIII) reviews the efforts made to extend planning 
techniques and systems in Latin America, a process which 
has been described as a more advanced stage of economic 
policy. An account is given of existent planning agencies 
in the countries of the region, and the development plans 
already formulated are discussed, together with some 
aspects of their execution, in order to present a broad 
picture of the most important goals attained and of the 
obstacles encountered en route. 


Chapter VII 
THE EVOLUTION OF ECONOMIC POLICY IN BRAZIL AND CHILE 


A. ECONOMIC POLICY IN BRAZIL, 1954-63 


Brazil’s economic policy during the ten-year period 
under review is divided into two characteristic phases. 
The first, beginning after two years of somewhat weak 
and orthodox attempts to achieve stabilization, covers 
the period 1956-60 and is distinguished by an over- 
riding concern for industrial development. In this phase 
within the scheme known as the Target Plan, efforts were 
mainly directed towards the creation of the upper strata 
of an industrial structure. With this end in view, other 
problems, even that of stability, were relegated to second 
place. 

In the next three years (1961-63), under the pressure of 
increasing imbalances, economic policy approached the 
problem of stability from a fresh standpoint. Although 
economic development continued to be a major concern, 
awareness that the increasing tempo of inflation was a 
disruptive factor in the economic and social order led to 
the formation of a policy with a dual purpose. The 
difficulty of reconciling these two end-objectives at a 
time of marked political and social instability and when 
incentives to growth had been reduced by the external 
bottleneck, limited the range of action of economic 
policy; in a way, it lagged behind developments, without 
being able either to prevent a reduction in the growth 
rate or to slow down the inflationary spiral. 


1. PREVIOUS HISTORY OF THE INDUSTRIAL DEVELOPMENT 
POLICY 


In order to begin analysing the first phase it would be 
worthwhile to recall briefly the trend of the Brazilian 
economy during the years following the Second World 
War. At that time, as a by-product of the economy’s 
defence mechanism which was set in motion during the 
thirties, and with a fully protected market during the 
war years, substantial progress had already been achieved 
in import substitution through the domestic manufacture 
of traditional consumer goods; in addition, steel-manu- 
facturing based on the use of blast furnaces had just 
begun. Thus, a national economic system was formed 
which had nothing in common with a simple export 
economy based on the sale abroad of primary commodi- 
ties. 

The existence of substantial foreign exchange reserves, 
accumulated during the war years, led to the adoption 
of an extremely liberal import policy, aimed chiefly at 
combating the rise in domestic prices, caused by the high 
industrial costs of an improvised and premature economic 
structure. 

This policy was not completely unfavourable for the 
new industrial interests. Domestic enterprises had accu- 
mulated large profits during the war years, and their 
financial reserves had kept their value because the import 
dollar remained stable in spite of the rise in domestic 
prices. Although a substantial portion of the foreign 


1ECLA, “Fifteen years of economic policy in Brazil’, Economic 
Bulletin for Latin America, vol. 1X, No. 2. 
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currency was used to purchase non-essential goods an 
obsolete foreign assets, the industrial enterprises wet 
able to replace their equipment with the subsidized infloy 
of capital goods. Consequently, domestic industry di 
not oppose the policy during that period; the depletio 
of its installations induced domestic industry to mak 
common cause with the aspiration of a greater and mor 
diversified supply of imports. 

The rapid exhaustion of foreign currency reserve 
called for a drastic change. On the reappearance of th 
external bottleneck in 1947/48, an attempt was made t 
restrict imports by means of an exchange policy whick 
while not directly favouring industrial interests, strongl 
stimulated the growth, diversification and consolidatio: 
of the manufacturing sector. 

Instead of devaluating the cruzeiro, an over-value 
exchange rate was maintained and the demand for foreig 
exchange was controlled by selective import permits 
which took into consideration the country of origir 
quantity, quality, and price of the foreign product. Thus 
further commercial opportunities were made availabl 
by the import prohibitions or restrictions, and wer 
stimulated also by the implicit subsidy on capital good 
and inputs. 

Although the interests of the powerful export secto 
might seem, at first sight, to have been jeopardized, th 
measures adopted did not provoke much resistance frox 
either the sector itself or its most influential segment, th 
coffee growers. The reasons are easy enough to mak 
out and as they clarify the special relationships betwee: 
these interests and the industrial sector it is worthwhil 
to draw attention to them. 

On one hand, the coffee industry had gone through | 
prolonged depression and the coffee growers had becom 
used to following a central policy dictated by the Goy 
ernment. In addition, it was feared that a devaluation o 
the exchange rate would reduce the international pric 
of coffee and stimulate the expansion of the plantations 
thus creating more adverse conditions for the sector. O} 
the other hand, what really happened was that the rise o 
domestic prices slowed down and a long period o 
stability was expected.” 

Although this forecast remained unfulfilled, a ne\ 
factor emerged to placate the anxieties of the coffe 
growers: the spectacular recovery of the price of coffee 
which increased from approximately 13 cents per poun 
in 1949 to more than 70 cents in 1954. Although th 
inflexibility of the exchange rate did not allow the planter 
to take full advantage of this improvement, their income 
in absolute terms did increase considerably. 

Reference might also be made to a more general facto 
which, although difficult to outline in detail, appears t 
have influenced this phase as well as subsequent trends— 


2 The rate of increase dropped from 14.6 per cent in 1946 to 5. 
per cent in 1948. 
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.e., the relation between the export and industrial sec- 
ors, established mainly through the financial and bank- 
ng network. Any possible friction tended to ease within 
| general structure that directly or indirectly and to a 
reater or lesser extent shared in the expansion of the 
manufacturing sector.® 


Finally, reference must be made to an additional ele- 
nent of support for this unorthodox exchange policy, one 
vhich probably has not been sufficiently emphasized, 
amely the import trade, always influential in this type 
yf economy. Maintenance of the exchange rate at a time 
f rising internal prices, accompanied by a virtually 
incontrolled demand for foreign goods, assured the 
mport trade of ample profits. It is clear that these 
oreign trade measures, helped, certainly, by the auspi- 
ious trend of the coffee market, created the principal 
onditions for the growth and diversification of the 
nanufacturing sector during the years 1940-50. 


With the outbreak of the Korean hostilities, the situa- 
ion presented more clearly defined characteristics. Fear- 
ng that once again restrictions might be applied to 
xternal supplies, as had occurred during the Second 
Norld War, the Government and the private sector 
yanded together in a rush to import as much as possible 
f what seemed to be needed, especially equipment and 
nput requirements, resorting freely to external credit 
md to the expansion of domestic bond issues in order 
o finance these purchases.* 


Although this far-sighted and bold action created 
oblems which will be discussed later, it obviously gave 
| fillip to industrial development which was already 
naking rapid headway. 


Apart from the factors already mentioned, it should be 
yointed out that the economic policy of the early fifties 
iad come out strongly in favour of development, taking 
nto consideration the structural maladjustments that had 
revailed in the earlier dynamic phase. On the one hand, 
he rate of development in basic areas of the infrastruc- 
ure, especially in the energy/transport sector, was 
ybviously sluggish and inadequate. On the other hand, 
he incentives to manufacturing expansion had led, as 
n other countries, to a preference for the substitution of 
inished products, disregarding that of inputs and inter- 
nediate products, thereby intensifying the pressures on 
he capacity to import. In both respects, the intervention 
f the public sector was called for, either because of the 
ature and scale of the required investments or because 
rivate capital obviously had better and sounder op- 
yortunities in other areas. 


The idea gained ground, without incurring greater 
olitical tensions, that the State must provide resources 
md take action in order to lessen or eliminate such 
ybvious centres of imbalance which, apart from their 
ffects on the complementarity of the production system, 
Iso had marked repercussions on the financial and price 
nstability. 


?See ECLA, “Growth and decline of import substitution in 
srazil’’, Economic Bulletin for Latin America, vol. 1X, No. 1, p. 52, 
Aarch 1964. 


4 Tbid., tables 11 and 19. Imports increased from an approximate 
verage of 1,100 million dollars (from 1955) in 1949-51 to 1,857 
nd 1,787 million in 1951 and 1952, respectively. Imports of capital 
‘oods practically doubled in absolute terms. 
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An outstanding illustration—and fairly typical in Latin 
America—of the new approach to, and scope of, the 
economic policy of these years is the creation in 1952 
of the National Bank of Economic Development (BNDE) 
whose funds were to be spent precisely on remedying 
discrepancies that had arisen in earlier development, 
jeopardizing its continuation and the general equilibrium. 


2. THE DILEMMA OF ECONOMIC POLICY AND THE DECISION 
TO EMPHASIZE DEVELOPMENT IN 1956 


Real income rose at an annual rate of 7.4 per cent 
between 1945 and 1955, which indicates the dynamism 
attained by the Brazilian economy in the post-war era.® 


However, in the situation obtaining after the Korean 
hostilities, and following a temporary slackening of the 
development rate in 1953, this dynamic trend was 
clouded by instability and an uncertain outlook. It 
appeared that the time had come for a shift in the direc- 
tions so far followed by economic policy. 

A general indication of this is the rapid rise in prices 
that can be seen in table 283. 

These figures reflect various factors that gave good 
cause for official concern. A deterioration of the balance 
of payments soon made itself felt. In 1954, the deficit 
exceeded 200 million dollars, an imbalance which had to 
be viewed in the light of the new and less favourable 
trade conditions. In fact, at the beginning of that year 
and by virtue of the increasing number of new growers, 
the international coffee market began to show clear signs 
of weakening, bringing to an end the boom begun in 1948. 


Moreover, although so far the financing of the public 
sector had not been one of the factors largely responsible 
for the inflation,® there was reason to fear that the re- 
currence of the rise in prices, the burden of the invest- 
ment programmes, and the necessity of buying the unsold 
stocks of coffee, would bring about a change for the 
wotse in the previous situation. 


The reform of the exchange system in 1953 to some 
extent came to grips with the many problems that arose, 
although indirectly it intensified the inflationary pressures 
by devaluating the average exchange rate. At the same 
time, while the exchange rate system was diversified, 
allowing more flexibility in the grading of imports and 
exports,’ it became possible for the Government to take 
part in foreign transactions through negotiations for 
foreign exchange at different rates. 


However, it was clear that more vigorous and com- 
prehensive efforts were required to deal with the current 
and potential imbalances. In recognition of this need, 


5 ECLA, The economic development of Latin America in the post- 
war period (United Nations publication, Sales No.: 64.11.G.6). 


8 From 1948 to 1953 the Federal Government achieved a surplus in 
three financial years, when the largest deficit recorded (1950) was 
only 1.7 per cent of the gross product, very low compared with 
figures in the second half of the decade. (See ECLA-BNDE, 
“Inflacién en Brasil’, mimeographed, page 101.) 

7 This important reform of the exchange system (Directive 170 
of the Superintendencia da Moeda e Credito), divided exchange 
operations into three markets, each with multiple exchange rates. 
The main import items were classified in five categories, with varying 
additional charges determined in auctions of foreign exchange, for 
each of which the monetary authority offered bloc sums, thus 
replacing the machinery of individual concessions. On the other 
hand, exports were divided into distinct groups according to their 
levels of productivity and capacity to compete, with a view to 
stimulating the diversification of the export schedule. 
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the years 1954 and 1955 (along with the change of 
political régime following the fall of President Vargas) 
witnessed the application of various schemes of stabiliza- 
tion, based on the traditional expedients of monetary 
controls and fiscal expenditure. These projects were 
shortlived and ineffective. The opposition of the private 
sector to credit reductions at a time when the rise in 
prices coincided with increasing dependence on the 
banking system, and a rapidly expanding market, was 
reinforced by the complex of interests dedicated to 
maintenance of the level of public expenditure—among 
them, the industrial sectors supplying inputs and equip- 
ment for the investment programme and almost entirely 
dependent on State demand. 


Table 283. Brazil: Average annual variation in the cost of living 


(Guanabara) 
Year Percent Year Percent 
1949 4.5 1953 : . : 14.4 
1950 O22 1954 2 j ‘ 22.4 
1951 12.0 1955 i : 23.1 
1952 17.3 


Source: Getulio Vargas Foundation. Quoted in Ministry of Planning 
Programa de agdo do governo, 1964. 


It may be because of these thwarted efforts, the re- 
currence of instability and the disruption of the economic 
system and/or the political instability of 1956, that during 
this year the rate of development slowed down consider- 
ably. The gross product rose by barely 1.9 per cent, 
which meant that, considering the population growth, 
ground had in fact been lost. 


On taking office, then, the new adminstration had a 
clear choice between continuing a policy primarily aimed 
at achieving stability, or attempting a new approach 
governed by different considerations and aims. As is 
known, the Brazilian leaders chose the second alterna- 
tive. Discarding the policy that had prevailed in the 
immediately preceding years, they strongly favoured a 
policy of industrial expansion and diversification, as 
defined in the Target Plan which guided government 
action between 1956 and 1960. 


Before presenting the directives and content of this 
action programme it is necessary to find out why this 
particular course was adopted, since it is in sharp con- 
trast with the choice made by other Latin American 
countries, when faced with relatively similar alternatives 
during the fifties. Various factors, both objective and 
subjective, could be given in explanation. Perhaps the 
main reason is that both the previous trends and the 
favourable conditions of the Brazilian economy facilitat- 
ed and to a certain degree conduced to the decision to 
emphasize development. 


On the one hand, as already noted, in the course of the 
earlier stage of development the industrial structure of 
the country had expanded and diversified considerably, 
thus creating important bases for further progress. In 
spite of the weaknesses previously noted, the system’s 
relative dependence on external factors was reduced, as 
suggested by the low import coefficient (the lowest in the 


region)’ and by the more general fact that the countr 
produces almost all its basic inputs and foodstuffs excer 
for most of the petroleum and wheat that it consumes. 


Naturally, the dynamism of the economy continued t 
depend largely on foreign supplies, particularly wit 
respect to capital goods. However, in this connexior 
the conditions then prevalent and foreseeable regardin 
market growth—the largest in the area*—provided a 
opportunity of securing external investment and credit: 
and the programme took full advantage of it. 


On the other hand, as regards the social field, th 
dynamic development experienced had caused a variet 
of powerful forces to join in support of its continuatior 
On the political level, although the groups identified wit 
this objective were not clearly discernible, a de fact 
coalition had been formed among political, entrepre 
neurial, wage-earning and government expert group 
interested in industrial expansion. They made thei 
presence felt through their representatives and thei 
influence was the strongest of all. As the programme als: 
involved substantial investments for areas removed fror 
the southern manufacturing centres, support was als 
received from local political leaders of the less importan 
economic sectors. 


Over-riding all these factors was a subjective elemen 
of undoubted significance in this context. As explaine 
earlier, what was called a “‘development-minded idee 
logy’ had taken root. Originating among intellectuz 
and technical groups, it enlisted the support of a goo! 
segment of public opinion as well as the most influentié 
political groups. It formed the basis of the support fo 
the Target Plan, as well as of the opposition to mor 
orthodox ways of dealing with the situation. 


These were apparently the chief elements, though ne 
the only ones, which opted for economic expansion as 
solution to the dilemma, and made sure that subsequen 
policy was directed to the attainment of this objective 
At the same time these factors prescribed the radius ¢ 
action and constituted the sources of basic support fo 
the whole undertaking. 


3. PHILOSOPHY AND DIRECTIVES OF THE TARGET PLAD 


The Target Plan was far from being an over-all devel 
opment programme as the term is understood today. | 
was not based on a general or explicit diagnosis of th 
existing economic situation and prospects; it did ne 
wholly embrace what might be regarded as major area 
and problems, particularly in the agricultural and socié 
sphere;?° nor did it establish a set of mechanisms 0 
instruments for the implementation of an over-all devel 
opment policy. 

There is no doubt, however, that the principal objec 
tives were based on a realistic evaluation of the problem 
raised by past development, and of the efforts needed t 
attain the target or model thus far pursued. 


8Jn 1956 or thereabouts, the import coefficient of goods an 
services reached approximately 8 per cent. 

® Around 1960, although the per capita income was approximatel 
half that of Argentina, Brazil’s over-all income was more tha 
50 per cent higher. 

10 This is explained in the case of the agricultural sector by th 
relatively favourable trends followed. Brazil’s production ¢ 
foods and inputs increased at a rate of 4.6 per cent annually betwee 
1947 and 1960, owing mainly to the 56 per cent increase in the are 
under cultivation. 
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Earlier attempts to analyse the problems of the 
conomy and to project its trends and primary needs 
ontributed decisively to that end. Noteworthy among 
hose efforts are the works of the Technical Advisory 
Souncil (Asesoria Técnica) of President Vargas’ second 
sovernment," the studies and projects carried out by 
he Joint Brazil-United States Commission,!2 and the 
inalysis conducted by the Joint ECLA/BNDE Group in 
954-55, which was published at the beginning of 1956.18 
Mioreover, the work of the political, entrepreneurial and 
echnical leaders participating in these efforts was noted 
or its continuity. Thus the Target Plan did not come 
nto being, so to speak, out of a vacuum. In a way, its 
heoretical bases were already established and the fav- 
yurable political outlook enabled it to be put into effect. 


The Plan had four broad objectives: (a) the removal or 
lrastic reduction of the main bottlenecks affecting the 
nfrastructure, which has been caused or brought to light 
yy the past development process; (b) the remedying of 
he most serious maladjustments or inadequacies in the 
ntermediate industries with a view to improving the 
omplementarity—and, therefore, the output—of the 
xisting industrial machine and thus providing a sounder 
asis for its subsequent expansion; (c) diversification of 
he structure of industry right up to the highest levels, 
e., the production of capital goods and transport 
acilities, including the motor vehicle industry; (d) the 
onstruction of the new capital city, Brasilia. Although it 
night well be maintained that this part of the programme 
ad little to do with the economic motives under-lying 
he others, it should not be forgotten that behind this 
arget lay Brazil’s long-standing ambition to project its 
levelopment “inwards” from the coastal belt where it 
iad been concentrated in the past. It should be borne 
n mind, too, that the building of Brasilia was closely 
ssociated with the ambitious project of linking the 
ountry’s major centres by main highways, with the new 
apital city acting as the hub. 


Later on the content and results of the Target Plan’s 
entral aims will have to be examined more fully. At the 
foment, attention will be confined to their scope in 
rder to obtain a better grasp of the test to which their 
mplementation has subjected economic policy, and the 
roblems it may have entailed. 


Although no reliable data are available on the signifi- 
ance of the Target Plan in terms of the investment 
ffected under its aegis, an official publication presents 
Stimates in terms of percentage shares in the gross 
lomestic product according to which the incidence of 
avestment immediately connected with the Plan ranged 
rom 7.6 per cent in 1957 to 4.1 per cent in 1961. These 
igures, compared with the average rate of fixed invest- 
aent, which in 1956-60 was 14.5 per cent of the gross 


4 Although this advisory service never actually became an official 
stitution, it played an important part especially in determining 
ie petroleum and electric energy policies, which led to the estab- 
shment of PETROBRAS and ELECTROBRAS. 

42Jn addition to an over-all appraisal of Brazil’s economy, the 
oint Group prepared a total of forty-one specific infrastructure 
ivestment projects. Its continued operation was contingent upon 
1e possibility of obtaining a credit of 500 million dollars, which 
ever materialized. It was dissolved in the middle of 1953. 

13 B/CN.12/364/Rev.1, April 1956. 


44Banco Nacional do Desenvolvimento Econédmico (BNDEB), 
‘I EsposigGo sébre o programa de Reaparelhamento Econémico. 


domestic product, give some idea of the scope of the Plan, 
although, of course, some of the projects were merely 
the continuation of works or plans already in execution, 
especially in the energy and transport sectors. 


In order to accomplish the Plan’s objectives certain 
key expedients were resorted to in the form of inter- 
mediate aims. Obviously the Plan’s implementation 
depended ultimately upon whether it was possible to 
accumulate sufficient financial and real resourses and 
channel them into the proper sectors. In other words, it 
was contingent upon the attainment of a given volume of 
investment and its allocation to selected activities. 


As regards the intensity of the effort involved, the rate 
of capital formation did not rise much during the years 
covered by the Plan; in fact it fluctuated around 15 per 
cent, or the average calculated for the period 1947-61. 
However, this does not necessarily imply that the 
campaign did not exert greater pressure on national 
savings. In view of the lack of a clear-cut, quantified 
programme of financing, entailing a sharper (absolute 
or relative) curtailment of consumption or the limitation 
of other non-priority investment, there may well have 
been an increase in the demand for financing from the 
monetary aspect of the savings-investment relationship, 
but it was never translated into practical terms, i.e., 
investment; hence the over-all rate of capital formation 
remained at the same level. 


On the other hand, there is little question that in the 
process—the inflationary consequences of which will be 
dealt with later—a considerable proportion of the human 
and material resources available for investment purposes 
was successfully channelled into the activities and objec- 
tives singled out in the Plan. To that end recourse was 
had to three main expedients. 


The first, linked essentially to improvement of the 
infrastructure, expansion of the steel industry and the 
construction of Brasilia, was to increase the public 
sector’s participation in the use of national resources, 
including, of course, capital formation. 


As regards the latter, the Government’s share in fixed 
capital investment, without regard to the role of State 
enterprises, rose from 25.6 per cent in 1953-56 to 37.1 per 
cent in the years covered by the Target Plan. If gov- 
ernment enterprises under Federal, but not State or 
municipal, jurisdiction are included, the figure would 
have been 47.8 per cent in 1957-60.1° The Government’s 
participation in the establishment of inventories during 
the period concerned, which reflect the accumulation of 
unexported coffee surpluses, is estimated at about 75 per 
cent of the total. 


Moreover, current State expenditure continued to 
follow an upward trend initiated a number of years 
before. Public consumption increased in real terms at an 
annual rate of 8.3 per cent, as compared with only 5.3 per 
cent in 1947-60; consequently, the State’s share of the 
total rose from 14:3 to 20-3 per cent. 


This expansion of the public sector’s responsibilities 
was manifest also in the monetary sector, where the 


15 Clearly, as the product grew very rapidly during that period 
(nearly 7 per cent annually between 1957 and 1961), this meant an 
appreciably absolute increment in total investment. 

16 See Anibal Villela, “As empresas do Govérno Federal e sua 
importancia na economia nacional”, Revista Brasileira de Economia, 
March 1962. 
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Government’s share of bank credit went up from 15.3 per 
cent in 1954-56 to 20.3 per cent in the next three-year 
period.+” 

The Bank of Brazil, too, increased its share of total 
banking operations during this period, accounting for 
approximately half the credit extended to the private 
sector at the end of the fifties. In this way, the public 
sector was better able to influence the allocation of the 
resources of private enterprises. 

Naturally, the main function of the official organ of 
Brazil’s banking system, which combines the respon- 
sibilities of a central bank with those of a commercial 
institution, was to provide the public sector with addi- 
tional funds deriving from the Target Plan, which were 


Table 284. Brazil: Federal Government cash deficit (—) or surplus 
(Percentage of budgetary income) 


Year Percentage Year Percentage 
1950 aaa ‘ . —16.5 1955 ; F . —13.7 
1951 3 5 : 6.4 1956 : 3 «= —=395.1 
1952.5 A 3 7.8 1957 F : . —44.9 
1953 A ‘ . —29.1 1958 : é . —24.1 
1954 - . : —0.3 1959 5 ; : 25.8 


Source: Inflacidn en Brasil, op cit. 


not forthcoming from other sources. There are no data 
available to determine the precise amount of those 
contributions and their share in the total expenditure of 
the Target Plan. Some idea of this may be gained from 
the evolution of the Federal Government’s cash deficit, 
which also reflects that of State, municipal, and other 
public bodies, since it is often incumbent upon the 
Federal Government to take account of their deficits.18 
As regards budgetary income, table 284 shows the per- 
centages reached by the Federal cash deficit, which are 
ultimately financed by the official banking system. 


It will be noted that after a period of relative stability 
in 1954/55, when efforts were made to ensure stabiliza- 
tion, the deficit increased sharply from 1956 onwards. 
Chiefly responsible was the rise in public expenditure, 
as budgetary income maintained its share of the pro- 
duct.?® 


4. THE ATTRACTING OF FOREIGN CAPITAL 


The second method chosen to achieve the aims of the 
Target Plan consisted of action to attract private invest- 
ment and to secure foreign credit. 


To appreciate the role of this particular feature of the 
Plan, two important interrelated factors must be borne 
in mind. The first, which is self-explanatory, is that the 
type of investment envisaged had a high incidence of 
imports. According to an official estimate,?° some 35 per 
cent of the total cost of the Target Plan, excluding 


17 Ministry of Planning, Plano Trienal do Desenvolvimento 
Econémico Social, 1963-65. 


18 See Inflacién en Brasil, op. cit. 

18 Representing a little over 8 per cent of the gross national 
product during the period. IJnflacién en Brasil, op. cit. 

20 BNDE, VI Exposigdo sébre o Programa de Reaparelhamento 
Econémico. 


Brasilia, consisted of expenditure in foreign currency 
and over 50 per cent in the case of the basic industrie: 


The second factor was the shortage of foreign exchang 
to meet those requirements. A comparison of the period 
1948-52 and 1956-60 shows that total export earning 
reached an annual average of 1,366 million dollars in th 
first period and 1,334 million in the second, which mean 
that there was hardly any change. Over-all expenditur 
in the same periods rose nevertheless from 1,704 millio 
to 2,091 million dollars annually. Basically, this wa 
possible because the inflow of capital increased sut 
stantially between 1956 and 1960. Capital infloy 
amounted to an average of 483 million dollars durin 
that period, as against 47 million dollars in 1948—S; 


Table 285. Brazil: External resources for development 


(Millions of dollars) 
Year Percentage Year Percentas 
1956 . , : 367 1959 ‘ : f 4] 
1957 5 , : 560 1961 3 , 4 1€ 
1958 ; , : 589 


Source: SUMOC reports. 


Thus, the absolute level of imports was maintainec 
despite the growing burden of service payments an 
amortization on earlier commitments.”! 


The figures in table 285 obtained from an extensiy 
study on the subject,?* show the total external resource 
secured during the period concerned, whether in the fort 
of direct investment or credit. It should be noted that the 
also include recipients other than the Target Plan. 


An interesting fact seldom referred to is the wide rang 
of sources which provided the external credit and inves 
ment received by the country during the period unde 
review. As regards the financing of specific project 
SUMOC provided the total figures for each country ¢ 
shown in table 286. 


In some degree the attracting of external resources wé 
facilitated by provisions laid down prior to the Targt 
Plan, and the latter’s main task was to determine th 
major objectives and to apply specific measures wit 
which to carry out the projects. 


From 1953 onwards, the Government adopted a 
extremely liberal policy in relation to the incorporatio 
of foreign capital, in contrast with the policy followed i 
former years. All external transactions were effecte 
through a free exchange market. In 1954 and 1955 th 
Banco do Brasil, through its Department of Foreig 
Trade (Carteira de Comércio Exterior—CACEX) ws 
empowered to accord additional benefits to those secto: 
of “‘particular importance for the development of tl 
national economy’’. Briefly, the agency was entitled 1 
grant a preferential exchange rate for remittance « 
profits and amortization on direct foreign investment, u 
to a limit of 10 per cent of the registered capital of tl 


21 See The growth and decline of import substitution in Braz 
op. cit., table 2. 


22 See “Fifteen years of economic policy in Brazil’, Econom 
Bulletin for Latin America, vol. 1X, No. 2, October 1964. 
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enterprise where profits were concerned. The registration 
of capital was effected on the basis of the free exchange 
rate, a concession which substantially raised the rate of 
return on investment, in terms of foreign currency. Apart 
from this and other privileges, all reinvestment was also 
registered as foreign capital inflows. 


° enn 3 OO LNA 
i=) onmwo +tFONAD 
Aas = wo 


130.2 


1961 


Se pl ah ee se ees 
ON SCO bet St Oc 


39.2 


5. INCENTIVES TO PRIVATE INVESTMENT IN PRIORITY 
BRANCHES OF ACTIVITY 


The third intermediate objective of the Target Plan, as 
mentioned above, was the channelling of private invest- 
ment into priority branches of activity. Here, both 
Brazilian and foreign entrepreneurs were given access to 
resources in local currency and other expedients. 


In order to achieve the objectives envisaged, a set of 
incentives was provided, grouped roughly under three main 
heads. In the first place, access to external financing was 
guaranteed, on terms that were extremely advantageous, 
through the medium and with the aval of official agencies 
—principally BNDE—except in the case of direct foreign 
investment. Secondly, long-term credits, granted at low 
rates of interest and with lengthy amortization periods, 
covered a substantial proportion of fixed investment in 
priority sectors. Thirdly, the domestic market was 
reserved for the products of import substitution activi- 
ties. Prior to the customs tariff reform of 1957, this 
reservation was based on exchange controls. After the 
introduction of the reform, the protection mechanism 
became more flexible and efficient. Not only were higher 
tariffs levied on imports, but also, for certain categories, 
direct control of the supply of foreign exchange was 
maintained, with a view to preventing imports of certain 
goods, even if they were covered by external financing. 
All these incentives were not only conducive to a sharp 
reduction in the cost of installing or enlarging the 
activities that benefited from such measures, but also 
raised their possible rate of return. 


Moreover, the banking system provided the private 
sector with ample current funds. While it is true that, as 
pointed out earlier, the State increased its share of the 
load total, the absolute amounts absorbed by the two 
sectors should be taken into account. For example, 
between 1955 and 1959, credits granted to the public 
sector rose from 31,000 million cruzeiros to 68,000 
million, while the amount received by the private sector 
increased from 171,000 million cruzeiros to 312,000 
million. 

Lastly, while the 1961 exchange reform improved the 
export position by devaluating the rate of exchange, it 
also led to price rises both by increasing the cost of 
imports and by raising the price of the so-called marginal 
exports, composed chiefly of essential foodstuffs and raw 
materials—sugar, cotton, fruit, etc. As will be seen, a 
more favourable exchange rate led to higher domestic 
prices for these items. 
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Table 286. 


6. TARGET PLAN INSTRUMENTS AND MECHANISMS 


After a review of the general instruments on which the 

« Target Plan was based, consideration must be given to 
the nature of those instruments and of the administrative 

of institutional arrangements which strengthened or made 

it possible to pursue the objectives described above. The 
salient tax, monetary and exchange questions have al- 
ready been dealt with, and there are no important changes 

to report. Attention should be focused, however, on 


Country 
of origin 
b The high figure under the head of ‘‘Other countries” in 1960 is mainly attributable to the 


4 Tt should be noted that Poland’s share in this amount was 20.1 million dollars. 


Federal Republic of Germany 
Source: SUMOC, reports. 
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certain administrative provisions which, without greatly 
altering the institutional framework—except, perhaps, by 
the expansion of the public sector—were effective factors 
in the operation of the Plan and in some cases were con- 
ceived along original lines. 

For the purpose of implementing the Plan, the instru- 
ments inherited from previous periods were brought into 
service, their mode of operation, in some cases, being 
adjusted to the Plan’s requirements; and, in addition, 
new ones were forged, in conformity with a markedly 
pragmatic criterion. The new instruments seem to have 
been selected on the principle of choosing those which 
would represent, politically speaking, the lines of least 
resistance, regardless of the secondary effects of their 
operation or any general definition as a whole. 


At the beginning of the fifties the powers of the 
State included the use of a fairly complete set of tradi- 
tional instruments. Most of them had emerged within 
the Government when the economy was developing on 
the basis of the primary-export model and at a time when, 
except in the case of foreign affairs, the public sector 
was characterized by the slow-growing functions of the 
liberal State. The reflector character of society at that 
time, on both the economic and intellectual plane, had 
led to the adoption of the economic policy instruments, 
legal definitions and concept of the State of the developed 
western world, which were considered sufficiently ad- 
equate and efficient to carry out the work of the public 
sector. However, two particular characteristics of Brazil’s 
experience with instruments at the time must be pointed 
out as being directly in conflict with that rigid pattern. 
Firstly, certain instruments—especially exchange expe- 
dients—had been diverted from their traditional func- 
tions into others relating to internal economic behaviour 
patterns. Moreover, the thesis of a regulating and 
interventionist State was already an accepted fact in the 
economic order of things, in the light of the peculiar 
situation with regard to coffee. For many decades past 
the State had defended the coffee economy, formulating a 
unified policy by virtue of which it played a predominant 
role as mediator in coffee negotiations. Although as a 
rule that policy reflected the interests of the most 
important sector, the State’s assumption of the superior 
role of controlling their operations was already an 
accepted fact. 


Briefly, the Target Plan machinery comprised the 
following key elements. As regards the objectives for 
’ whose attainment the public sector was responsible, the 
necessary instruments were secured through the combina- 
tion of flexible administrative patterns (State and semi- 
public enterprises) with the earmarking of funds for 
financing purposes that were not subject to budget cuts. 
In the case of private-sector targets, the system was based 
on a set of powerful incentives which were granted 
through agencies for co-ordinating the public and private 
sectors (executive groups). The work of co-ordinating 
programmes and ensuring their complementarity was 
centralized on the one hand in BNDE, which issued 
long-term loans and guaranteed foreign credits, and on 
the other in SUMOC, through which preferential import 
treatment and external resources were obtainable. 

The construction of the upper strata of an integrated 
industrial pyramid entailed the public sector’s assump- 
tion of direct responsibility for a number of sectors, 
whether on account of their low rates of return, or 


because of the substantial resources required and the 
long time it would take for investment to mature. Thus, 
as Brazil’s industrialization process made headway, the 
traditional responsibilities of the public sector were 
augmented by the tasks of increasing the power supply, 
managing the transport sector and undertaking the 
domestic manufacture of certain basic inputs, notably 
products of the iron and steel industry. Owing to the 
very nature of these activities, their development on lines 
compatible with requirements necessitated the projection 
of future demand, strict programming of investment and 
a guarantee of continuity in respect of financing. The old 
administrative structure and the traditional budgetary 
methods proved totally unfitted to fulfil these requisites. 

Thus, either it had to be brought up to date, or a new 
operational system of administrative units had to be 
established alongside it, in some degree independent of 
the conventional bureaucratic system. The second alter- 
native was adopted, on the basis of the wide range of 
decentralized administrative units in existence and the 
new ones established. The exact significance of the 
decentralized administrations in Brazil is difficult to 
evaluate. According to a survey carried out in April 1961 
by the Technical Advisory Council of the Office of the 
President of the Republic, their expenditure was more 
than twice that provided for in the national Budget. The 
survey covered sixty-five decentralized agencies at the 
Federal level. 

In the absence of a central planning system for public 
investment, the methods of drawing up the budget used 
in Brazil were not calculated to ensure the continuity of 
activities which by their very nature entailed substantial 
long-term investment. The budget, subject as it was to 
the political pressures of the day, would probably have 
been the cause of undesirable interruptions and fluctua- 
tions in infrastructure investment programmes. 

To forestall such risks, financing funds linked directly 
to the investments of semi-public bodies or State enter- 
prises were gradually brought into being in the course of 
the industrialization process, without any predetermined 
plan, notably in relation to the various branches of 
transport and energy, a trend which was accentuated 
throughout the execution of the Target Plan. 

The system of earmarked funds, because of its direct 
relation to the real and immediate interests of public 
works entrepreneurs and producers of heavy equipment, 
was in harmony with the outlook of the authorities and 
of the general public, and served the immediate interests 
of powerful industrial groups. It is, in fact, a primitive 
form of public investment planning, and lays the founda- 
tions on which a better system can subsequently be built 
up. If account is taken of the objective conditions pre- 
vailing in the country, it is difficult to imagine any other 
system capable of giving continuity to long-term pro- 
grammes, which would be politically viable within the 
framework of Brazil’s economic policy. 

As previously noted, in relation to the targets for whose 
attainment the private sector was responsible, a variety 


of incentives were brought into play, which were designed 


to make investment in industry—considered a priority 
sector within the Target Plan—especially attractive. By 
means of a combination of different expedients, centring 
primarily upon the manipulation of exchange instru- 
ments, the Government guaranteed various types of 
advantages to the industrial sectors to be developed. 
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In this connexion, it would be advisable to pay proper 
attention to the reform of customs tariff legislation and 
to the establishment of the Conselho de Politica Adua- 
neira (CPA). In the first place, under this reform the 
specific rates established in 1937 were replaced by strongly 
protectionist ad valorem rates. Industrial development 
and the need for increasingly complex decisions, as well 
as the necessity of increasing Federal tax revenue, made 
this modernization an essential step. But in this reform 
the Legislature seems to have improved upon the pre- 
vailing empiricism that determined the forms taken by 
the instruments of economic policy. The establishment 
of ad valorem tariff rates with a high average incidence, 
the creation of a flexible and autonomous agency (CPA), 
the built-in provisions for change, the possibility of 
granting exemption from customs duties to capital goods 
and basic inputs, and the fact that no concession could be 
granted without a prior macro-economic analysis of the 
pertinent application, were all features which made the 
1957 customs legislation the most important instru- 
mental reform in Brazil’s experience. In fact, the concern 
it shows for the quality of the instrument makes it a 
unique exception to the traditionally empirical approach 
fo fiscal instruments. 


So wide a variety of concessions and incentives to 
mdustrial activities, granted through different agencies 
BNDE, SUMOC and CPA), made a measure of co- 
ordination essential. One of the Plan’s most characteris- 
ic innovations was the creation of what were designated 
*xecutive groups, whose function was to determine the 
sectoral programmes for priority industries and grant 
neentives or suggest to other Federal organs that they be 
ranted. These administrative units proved an efficient 
ype of machinery, and increased and multiplied through- 
ut the course of the Plan. In fact, their existence partly 
made up for the lack of over-all planning of private 
nvestment. 


A rapid glance at the best-known and most active of 
hese groups—that of the motor-vehicle industry (Grupo 
Executivo da Industria de Construgao Naval—GEIA)— 
will give some idea of the modus operandi of these new 
idministrative units. It was formed by representatives 
f the Banco do Brasil’s foreign exchange and foreign 
tade departments, of CPA, of BNDE, of SUMOC and 
Mf the principal Ministries concerned, who, together or 
hrough certain responsible representatives, kept in close 
ontact, during the preparation and implementation of 
rogrammes, with the private sector—in this case foreign 
nterests—who thus found a reliable, official corres- 
dondent. 


Under the plans drawn up for the motor-vehicle 
ndustry, enterprises which fulfilled certain requisites 
njoyed a variety of concessions. After studying and 
ipproving the different projects submitted by manufac- 
urers of vehicles and spare parts, GEIA authorized the 
xtension of the above-mentioned benefits. Similarly, 
he Group saw that the directives issued were imple- 
nented, and, by virtue of the authority conferred on it 
9y the various official bodies represented therein, was 
ible to cut through red tape or remove other obstacles 
0 the attainment of the sectoral objectives pursued. 

Although efficient, the executive groups and the ad- 
ninistrative units managing the earmarked funds could 
0-ordinate the instruments of policy only in relation 


to sectoral goals, considered individually. Hence the 
need to adopt expedients for the co-ordination of 
programmes. The first such device was the control 
exercised by BNDE, through which, for different reasons, 
the sectors enjoying preferential treatment generally had 
to operate. In fact, it was BNDE that provided the 
guarantees indispensable for obtaining external financing, 
or that financed part of the investment with national 
currency. The second instrument that facilitated the over- 
all control of private-sector projects was the so-called 
foreign exchange budget, whose estimates of Brazil’s 
expenditure under the head of external payments lined 
up and co-ordinated these operations under the Plan. 
The co-ordinating agency in this case was the Council 
of SUMOC, which, inasmuch as it authorized imports at 
a preferential exchange rate, exercised control by setting 
ceilings for the country’s various foreign exchange opera- 
tions. 


7. RESULTS OF THE TARGET PLAN 


An evaluation of the economic effects of the Target 
Plan can be based roughly on the growth rates of the 
gross domestic product, as shown in table 287. 


Table 287. Brazil: Gross domestic product 


Percentage Percentage 


Year annual Year annual 
variation variation 
1950 5.0 1957 6.9 
1951 5.1 1958 6.6 
1952 5.6 1959 Tc3 
1953 3.2 1960 6.7 
1954 Tell 1961 gf} 
1955 6.8 1962 5.4 
1956 1.9 1963 1.4 


Source: Getulio Vargas Foundation. Data quoted from the Programa 
de acGo ecénomica do governo, op cit. 


Although the economy had been growing dynamically 
in previous years, after the 1956 slump the tempo was 
stepped up and was maintained up to 1962. An analysis 
of the rates of sectoral expansion—taking into account 
the industrial bias of the Target Plan—shows that, 
according to the source for table 287, the industrial pro- 
duct increased at a rate of 12.5 per cent annually during 
the years 1957-61, while between 1947 and 1954 the rate 
had been 4.4 per cent. Moreover, industry’s share of the 
gross product went up from 19.4 per cent in 1947-49 
to 31.6 per cent in 1959-61. 


8. EXPANSION OF ENERGY CAPACITY 


The main effort was concentrated on the expansion of 
electric energy generating capacity. The failure of invest- 
ment in this sector to keep pace with the rapid increase in 
demand during the forties had brought about a critical 
situation in the early fifties. Although this crisis had been 
quickly overcome in 1954—56,”* provision had to be made 
for the maintenance of an average annual growth rate in 
electric power production of over 10 per cent. To this 


8 The installed capacity of 1,883,000 kW existing in 1950 was 
virtually doubled in the first half of the fifties, reaching 3,550,000 kW 
by 1956. 
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Table 288. Brazil: Data on the evolution of the energy sector during the period covered by the Target Plan, 1951-62 


Apparent consumption of coal according to its uses 
(thousands of tons) 


Coal 
(thousands of tons) 


Fuel imports 
(millions of 
dollars at 
1955 prices) 


Crude petroleum 
(thousands of barrels daily) 


Electricity: 
installed 
capacity 

(thousands of kW) 


Other 
uses 
(17) 


Production 
of gas 
(16) 


Thermo- 
electricity 
(15) 


Metal- 
lurgy 
(4) 


(13) 


Railways Navigation 
(12) 


Total 
(0) 


Imports 
(10) 


Domestic 
production 
(9) 


Fuel 
oil 
(8) 


(7) 


Gasoline 


Refining 
capacity 
(6) 


(3) x 100%, 
(4) 


consump- 
tion 
(4) 


Domestic Domestic 
tion 
(3) 


produc- 
Q) 


Annual 
increase 
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() 


Year 
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growth and decline of import substitution in Brazil”, loc. cit., table 15; Columns (9) and (17), 
4 Provisional data, subject to revision. 


Instituto Brasileiro de Geografia e Estatistica (IBGE), Anudrio Estatistico do Brasil. 


) 


dbre o Programa de Reaparelhamento 


Xposicao s 
(6) Development Council (Conselho do Desenvolvimento 


XI E: 
um Board (Conselho Nacional de Petrdleo); Columns (7) and (8), “The 


(1) and (2), BNDE, 


(3), 4), (5) and 


Sources: Columns 


Econémico; Columns 
and National Petrole 


end, the expansion target for installed electric powe1 
capacity and the corresponding distribution system was 
set at 5 million kW in 1960, while additional projects 
were to be initiated that would raise capacity by ove 
60 per cent by 1965. As can be seen in table 288, these 
objectives were to all intents and purposes fulfilled, ne 
power supply shortage having been registered during the 
programme period. In view of the higher product. 
capital ratio of large-scale projects, efforts in the directior 
of constructing new hydro power stations were con- 
centrated essentially in big plants. Because of the sub- 
stantial resources required, the long maturity period: 
and the low rate of return, the State was led to assume a 
more important role as a producer in the energy sector. 


With the creation of the State enterprise PETROBRAS 
in 1954, a petroleum policy had been defined which, on 
the one hand, aimed at complete import substitution in 
respect of liquid fuels, through the installation of 
refineries, and, on the other hand, envisaged the expan- 
sion of domestic production of petroleum through the 
establishment of a prospecting programme. In this 
context, the Target Plan consolidated the policy in 
question, since the proposed targets for the expansion of 
refining capacity and for domestic production of petro- 
leum, by the end of 1960, were 308,000 barrels a day, and 
100,000 barrels a day, respectively. The extent to which 
these objectives were attained can also be seen in table 
288. 


In addition, the programme for the energy sector con- 
templated a structural reform of the coal industry, which 
was in a critical situation owing to the introduction of 
diesel engines on the railway network and the resultant 
slump in demand for the lower-grade types of coal, pro- 
duction of which was inevitable. Although the output 
of coal was not increased to 3 million tons by 1960, as 
had been programmed, and in fact there was even 4a 
contradiction in domestic production, during the execu- 
tion of the Target Plan the bases were laid for a change 
in the internal composition of demand for coal, inasmuch 
as the construction of pithead thermoelectric plants was 
begun. 


9. TRANSPORT 


In the transport sector the aim of the Target Plan was 
to step up the process of remodelling the previous 
structure of transport, which was a legacy from the 
country’s primary exporting phase. To this end, it pro- 
vided for the concentration of investment in the re- 
equipment of the railway network, the extension and 
paving of highways and the improvement of port facil- 
ities, as well as the modernization of the merchant 
marine. The figures presented in table 289 indicate the 
scale of the objectives and the incidence of the programme 
for this sector. 


The railway equipment programme concentrated all 
the available resources on the improvement of conditions 
in the existing system, since the idea of the railways as 
a means of extending the frontiers of agriculture had 
superseded the concept of approach roads. Thus, the 
aim of the railway plan was to incorporate 440 diesel- 
electric engines and 12,000 passenger carriages and goods 
wagons in the rolling-stock inventory, and to put down 
791,000 tons of rails, 6,770 sleepers and 15 million cubic 
metres of ballast on those sections of track where traffic 
density was highest. Another objective was to lay 1,624 
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kilometres of new track, for the interconnexion of the 
old railway systems that had served as infrastructure to 
the export economies. In point of fact, not even the 
complete attainment of these targets, ambitious though 
they were, would have remedied the disequilibria in the 
sector; to do that, heavier investment would have been 
needed, as well as certain changes in railway policy. But, 


this objective was achieved in full, since between 1955 
and 1961 12,169 kilometres of Federal highways were 
built and 7,215 kilometres paved. 

With respect to maritime transport, the Target Plan 
made provision for investment in increasing the mer- 
chant marine and enlarging and equipping ports and 
harbours. In 1955, the situation of the Brazilian fleet, 


Table 289. Brazil: Gross investment in transport as a percentage of the gross domestic product 


a Maritime Air 
Vehicles pat transport Total 
or a 
Period Railways Highways Including Excluding facilities MT Including Excluding 
pried petoate ohne d airports) private private 
ipping) cars cars 
1950-54 0.82 1-725) 2.00 1.34 0.15 0.13 4.35 3.69 
1957-59 1.04 1.74 Pari fs) 1.90 0.19 0.16 5.88 5.03 


Source: National Planning Commission (Comissdo de Planejamento Nacional—COPLAN). 


owing to financing difficulties, the rail transport objec- 
tives were not fulfilled in their entirety, especially as 
regards the purchase of coaches and wagons (only 7,052 
were bought up to 1960) and the repair of the permanent 


Table 290. Brazil: Railways, 1952-61 


sengers carried 
(passenger| 
kilometres) 


Length of 
Year network 
(kilometres) 


Freight carried Pas. 
(ton kilometres) 


52, : ; 37,019 229,257 279,542 
55; c : 37,032 228,839 298,746 
1954, : : 37,190 233,235 319,783 
m5, é é 37,092 258,805 334,851 
59, : : 37,710 319,114 388,212 
1960. : i 38,287 315,053 401,543 
i961. : 5 38,185 296,967 441,396 


Source: IBGE, Anudrio Estatistico do Brasil. 


way (about 80 per cent of the work contemplated was 
sarried out). However, thanks to the introduction of 
liesel engines and the improvement of traffic conditions, 
the volume of cargo transported increased by 21.7 per 
sent in 1955-60, and the number of passengers carried 
by 19.0 per cent, whereas the length of the network was 
*xtended by only 3.2 per cent (see table 290). 


In contrast with the railway sector, in which the results 
btained fell short of the objectives, the road network 
Jeveloped at an astonishing speed in both length and 
juality, especially where Federal and State highways were 
soncerned. The total length of these latter increased by 
17.7 per cent, while the paved network expanded by 
351 per cent in 1955-61. The Plan covered only Federal 
1ighways, establishing as targets, at the outset, the 
uilding of 10,000 kilometres of new roads, the improve- 
nent of 3,800 kilometres and the paving of 3,000 kilo- 
netres. In 1957 these objectives were broadened to 
“over the construction of 12,000 kilometres and the 
saving of 5,000 kilometres, while in fact, by the end of 
1958, the success of the programme was so notable that 
he paving target was increased by 5,800 kilometres. 
From the data presented in table 291 it can be seen that 


in respect of vessels with over 100 tons dead weight, was 
as follows: coasters 315 (600,000 tons dead weight); 
ocean-going vessels, 20 (150,000 tons dead weight); 
tankers, 31 (217,000 tons dead weight); and river boats, 


Table 291. Brazil: Length of road network, 1955 and 1961 


Length as at 31 December 


Specification (kilometres) 


ThE a 

Total a , ; : F . 459,714 499,550 
Federal highways S ; 4 22 250 35,419 
Paved . , ; ; : : 2,376 9,591 
Unpaved : P F . s 19,874 25,828 
State highways i ‘ : 54,048 77,293 
Paved . F ; ; 4 ‘ 757 4,542 
Unpaved j 3 : : ‘ 54,291 72,751 
Municipal highways . 383,416 386,838 


SourcE: BNDE, XI Exposigdo sdébre o Programa de Reaparelhamento 
Econémico,. 


53 (23,000 tons dead weight). The Plan lays emphasis on 
coastal shipping and tankers, envisaging the incorpora- 
tion of 200,000 and 330,000 tons dead weight, respec- 
tively. As to the ocean-going fleet, which accounted for 
only 11.2 per cent of total import cargo, the Plan con- 
templated the addition of a mere 30,000 tons dead weight. 
However, by virtue of provisions aiming at the more 
efficient utilization of available shipping capacity, the 
share of Brazilian vessels in import cargo rose to 18.7 per 
cent in 1959. Success was virtually complete with regard 
to the enlargement of the merchant marine. Between 
1956 and the end of 1960, the vessels incorporated 
totalled 550,000 tons dead weight, distributed as follows: 
tankers, 299,000 tons; coasters, 179,000 tons; ocean- 
going vessels, 64,000 tons; and river craft, 8,000 tons.*4 
These investments were accompanied by a partial 
rehabilitation of port facilities, another notable bottle- 
neck in the national transport system. The stagnation 


24Data from the Conselho do Desenvolvimento, Relatério do 
Periodo de 1956-60. 
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and even decline in this sector is clearly shown in table 
292. The cargo transported in ships sailing under the 
Brazilian flag, which roughly corresponded to coastal 
traffic, dropped from 16,728,000 tons in 1954 to 
15,647,000 tons in 1958. 

The final solution of the port facilities problem is a 
complex matter, involving important administrative 
questions not touched upon by the Target Plan, which 


Table 292. Brazil:* Shipping entrance registered tonnage, 1934-61 
(Thousands of tons dead weight) 


Domestic Foreign 

Year shipping shipping Total 

1934 < : ; . 18,425 29,106 47,531 
1935 5 : : 2 185592 27,275 45,867 
1937 ; 2 - . 20,876 29,164 50,040 
1938 - : ‘ ez 00n 30,258 51,259 
1948 3 : ; . 18,374 26,058 44,432 
1949 . hs = eA 2SL 27,923 45,204 
1952 : : : = .18:025 32,594 50,619 
1954 : : . 165728 36,689 53,417 
1955 : : ‘ . 14,974 35,863 50,837 
1957 Fi ‘ : 5 16.928 38,308 55,236 
1958 ; : : . 15,647 40,958 56,605 
1960 - : ; ‘ — — 59,294 
1961 A z 5 3 = = 60,985 


Source: IBGE, Anudrio Estatistico do Brasil. 

® Up to 1958, the following ports are included: Santos, Rio de Janeiro, 
palates Recife and Rio Grande. From 1959 onwards all ports are 
included. 


Table 293. Brazil: Civil aviation, 1951-60 


Number of 
passengers 
Distances flown carried 
Year (millions of (millions of 
kilometres) passengers| 
kilometres) 


1951 3 : - : : : 96.1 1,492 
1952 : : ; . : : 96.6 1,505 
1953 : : . é ; : 104.2 1,692 
1954 : : ; : : 5 112.9 1,814 
1955 - : ; : ; i 121.0 1,899 
1959 : ; : - : c 134.0 2,870 
1960 : : : : : ; 145.8 3,529 


Source: IBGE, Anudrio Estatistico do Brasil. 


was concerned only with the more strictly physical 
aspect of the problem, and envisaged an increase in the 
wharfages at various ports, acquisition of loading and 
unloading equipment, dredging in twenty-three harbours 
and purchase of dredging apparatus. From this point 
of view, the programme was successful, especially with 
regard to re-equipment and to the purchase of dredging 
apparatus. In terms of port traffic, however, the situa- 
tion is still unsatisfactory (see again table 292). 

In the air transport sector no very serious problems 
have ever arisen, as it has always managed to keep pace 
with requirements. The objectives established comprised 
the renewal of the aircraft inventory, the expansion of 
proper aviation infrastructure and the establishment of 
an aircraft industry. Only in this last connexion was the 


programme unsuccessful, the industry in question being 
still in an embryo stage. The evolution of the sector can 
be traced in table 293. 


10. TARGETS FOR THE INTERMEDIATE INDUSTRIES 


The second group of objectives, relating to the sector 
manufacturing intermediate products, covered both the 
expansion of activities already existing in the country 


Table 294. Brazil: Steel making, 1956-61 
(Thousands of tons) 


Steel ingots Rolled products 

Year Domestic Domestic 

production Imports production Imports 
19565055 : = 15365 339 1,074 242 
1957 ae 5 . 1,470 509 1,130 383 
1958. : meg O059) 279 1,304 205 
19595 5 . 1,866 651 1,492 499 
1960 A : 5 PIR) 558 1,707 434 
1961 ; 3 . 2,485 433 1,928 331 


Source: BNDE, XI Exposigdo sébre o programa do reaparelhamento 
econémico. 


Table 295. Brazil: Ordinary Portland cement, 1951-62 


(Thousands of tons) 
Domestic 

Year production Imports 
1951 : - x : 4 1,441 394 
1952 2 “ 2 : 5 é 1,614 638 
1953 é é : ; fs 3 2,041 812 
1954 : % : 6 5 : 2,418 982 
1955 P 5 , : 6 A 2,734 332 
1956 A . F ‘ : ri 3,278 242 
1957 : A : 5 : ‘ 3,376 31 
1958 5 5 2 6 : : 3,769 9 
1959 é 2 5 , - 3,798 0 
1960 , r 3 : A : 4,418 29 
1961 : ‘ : : : 4 4,678 0 
1962 F i s A 3 5,039 


Source: For production, Association of Cement Manufacturers; 
for foreign trade (imports), Ministry of Finance, data quoted by ECLA 
in “The growth and decline of import substitution in Brazil”, Economic 
Bulletin for Latin America, vol. 1X, No. 1. 


and the installation of new and important segments to 
complete the industrial inventory. Among the former, 
the most noteworthy are steel-making and the cement 
industry. 


In the field of steel-making, a significant step had 
already been taken during the Second World War with 
the construction of the Volta Redonda mill by the 
Federal Government. In 1955, the industry’s production 
capacity amounted to 1.2 million tons of steel ingots, and 
supplied approximately 80 per cent of the domestic 
market. Under the Plan, it was to be expanded to 2.3 
million tons by 1960, and projects were to be embarked 
upon which would enable an output of 3.5 million tons 
to be reached by 1965. The aim was not to achieve self- 
sufficiency exactly, but to guarantee a sufficient supply 
for the needs of economic growth to be met without 
undue pressure on the balance of payments. Indeed, the 


e 
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volume of imports actually increased a little, in absolute 
terms, in the course of the period, as can be seen in 
table 294. The programme was completely successful, 
not only with regard to the production of ingots, but also 
in respect of rolled products, where the objective was to 
double the 1955 output by 1960. 

The cement industry in Brazil, like steel-making, 
reached maturity at the time of the Second World War, 
although its installation dates back to the beginning of 
the present century. In 1955 domestic production of 
ordinary Portland cement already amounted to 2.7 


government enterprise with a production capacity of 
140,000 tons. This was really a great stride forward, as in 
1955 installed capacity in that sector had been only 
35,000 tons. The progress of the work was held up, 
however, so that operations began only in 1960; by 1961 
daily capacity was already 200 tons of soda ash and 
247 tons of caustic soda, compared with an apparent 
consumption amounting to 246 and 460 tons a day, 
respectively. 

As regards the pulp and paper target, newsprint pre- 
sented the chief difficulty, largely owing to the excessive 


Table 296. Brazil: Domestic production of non-ferrous metals, 1953-61 


(Tons) 

Aluminium Lead Copper Tin Nickel Zinc 
1953 
1954. : 2 ° : 
1955; : : ; . 1,664 4,027 399 1,203 39 — 
1956 . : ; 2 s 6:278 4,543 1,349 1,568 59 = 
LOST Oe : : : . 8,837 7,046 1,960 1,423 68 — 
1958. 3 ; 3 190 4,635 1,500 1,527 1 —_— 
1959. 9% : : 3 2 155187, 5,526 1,800 1,530 89 == 
1960; 2 s : ; 6,575 9,976 1,212 2,330 95 — 
1961. 3 é 3 . 18,467 12 S20 1,659 95 aa 


Source: IBGE, Anudrio Estatistico do Brasil. 


million tons, which corresponded to roughly 90 per cent 
of apparent consumption. The Target Plan envisaged 
the expansion of production capacity to 5 million tons 
by 1960, with the aim of not only keeping pace with the 
growth of demand but also ensuring complete indepen- 
dence of external sources of supply. This objective was 
fully attained, as can be seen from the production and 
import data given in table 295. 

The other input-producing sectors covered by the Plan 
were the non-ferrous metal, alkali, pulp and newsprint, 
rubber, and fertilizer industries. 

As regards non-ferrous metals, the chief problem stem- 
med from the lack of information on Brazil’s sub-soil, 
only a few veins worth commercial exploitation having 
been identified. It was thus impossible to dispense with 
foreign supplies except for tin, imports of which represen- 
ted less than 15 per cent of the domestic supply in 1961. 
However, the discovery of large deposits of lead, as well as 
new processes for obtaining zinc and nickel on the basis 
of ores that were plentiful in Brazil, have a new impetus 
to production of these metals. Nevertheless, the strong 
element of uncertainty that still attached to these activities 
precluded quantification of objectives. Accordingly, 
except for aluminium, where the target was an output of 
18,000 tons annually by 1960, the aim was merely ‘‘ex- 
pansion of production’. 

Table 296 shows the progress of the programme with 
satisfactory results for aluminium, lead and tin. Some 
zinc and nickel projects were also undertaken, which 
improved the situation in 1961-65. Only for copper is 
no other medium-term solution in sight than recourse to 
imports. 

With respect to alkalis, the target was to complete the 
installation of the Companhia Nacional de Alcalis, a 


facilities granted to the imported product. Only in 1957, 
with the passing of the new Tariff Act, were better condi- 
tions established, such as a subsidy to the domestic 
producers; but even so, they were insufficient to ensure 
successful implementation of the programme, which 
aimed at an output of 130,000 tons by 1960. Real pro- 
duction in that year amounted to only 60,000 tons, less 
than 50 per cent of the volume projected.” 


The pulp programme was relatively successful. The 
aim was to produce 260,000 tons in 1960, and the actual 
output was 210,300 tons; in 1962 it rose to 298,300 tons, 
and supplied approximately 87.3 per cent of apparent 
consumption.”® 


The basic target of the rubber programme (which 
aimed at an output of 65,000 tons in 1960) was the 
installation by 1961 of a synthetic rubber factory with an 
annual capacity of 40,000 tons. This seemed to be the 
best way of solving the supply problem, since production 
of natural rubber has long been sluggish, with no pros- 
pect of expansion over the medium term. In fact, output 
dropped from approximately 30,000 tons in the three- 
year period 1952-54 to under 23,000 tons in 1958-60. 


The synthetic rubber factory was in the hands of 
PETROBRAS, which installed the plant near one of its 
refineries, with the capacity programmed and within the 
time-limit set. It should be noted that in 1959 a mixed 
company was established, under the control of the 
Government of Pernambuco, to build and operate a 
synthetic rubber factory with an initial capacity of 
20,000 tons. The assembly of the plant is well under way. 


25 Development Council’s report for 1956-60. 
26 IBGE, Anudrio Estatistico do Brasil. 
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At the same time rubber plantation projects were under- 
taken with a view to providing a long-term solution for 
the problem of the natural rubber supply. 

For chemical fertilizers a target output of 120,000 tons 
of phosphates and nitrogen fertilizers was established in 
1960. This was a significant advance, as in 1955 domestic 
production had supplied only 5 per cent and 12 per cent, 
respectively, of apparent consumption of nitrate and 
phosphate fertilizers, whereas by 1960 the corresponding 
percentages were 23 and 58 (see table 297). These results 
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million dollars for the 1955-60 period alone. The restric- 
tions imposed by the external bottleneck would have 
made it difficult to increase the inventory of lorries if 
this industry had not been established in Brazil. There 
is no doubt that the establishment of a motor-vehicle 
industry, despite possible objections to the way it was 
set up, was one of the most important points of the 
Target Plan. 

Up to 1955 activities in this sector were confined to the 
production, by the Fabrica Nacional de Motores, of 


Table 297. Brazil: Apparent consumption of fertilizers, 1950-61 
(Thousand of tons of nutrient content) 


Potassium 
Nitrogen fertilizers Phosphates (P.0;) (K,O) 

Production Imports Total Production Imports Total Imports 

1950 0.75 13.44 14.19 6.0 44.84 50.84 23.52 
1951 0.76 17.80 18.56 6.45 67.12 Tdi. 28.71 
1952 0.83 9.76 10.61 8.44 38.48 46.92 15.35 
1953 0.93 19.65 20.58 8.53 56.28 64.81 31.23 
1954 1.27 16.49 17.76 12.08 65.31 TSE) 28.35 
1955 il -p272 PING) 22.96 23.84 64.73 88.57 49.52 
1956 hese) 28.85 30.24 23.55 70.01 93.56 41.63 
1957 gue) 27.36 28.56 41.38 Agee 118.70 60.19 
1958 2.58 38.81 41.40 53.48 89.87 143.35 65.08 
1959 10.68 34.11 44.78 68.49 Spa 124.00 57.43 
1960 1773) 51.04 66.76 77.43 54.16 131.60 106.15 
1961 12.02 43.04 56.06 69.77 49.00 118.77 70.73 


Source: Department of Foreign Trade (CACEX); the Development Council; the Economic Develop- 
ment Bank (BNDE); The National Department of Mines (DNPM); the Statistical Service of the Ministry 
of Finance (SEEF); The Association of Manufacturers of Motor Vehicles and Lorries of the State of SAo 
Paulo (SIACESP); PETROBRAS; the N ational Steel Company (CSN), and the Getulio Vargas Foundation 


publication Conjuntura Econdémica. 


must not be over-estimated, however, as the level of 
consumption of fertilizers in Brazilian agriculture is 
known to be low. 


11. CAPITAL GOODS INDUSTRIES 


The group of targets relating to the production of 
capital goods embraces the motor-vehicle,?” shipbuilding, 
metal-transforming and heavy electrical industries. The 
decision to establish a motor-vehicle industry in Brazil 
was partly the result of earlier decisions which gave rise 
to the change mentioned previously in the structure of the 
transport system, whereby the share of road transport 
in the total freight carried went up from 25 per cent in 
1948 to 48 per cent in 1953.78 


The fact that the target for the motor-vehicle industry 
led to an increase in the domestic content of vehicles was 
one of the major incentives to the expansion of the metal- 
transforming industry. The motor-vehicle industry nat- 
urally had a stimulating effect on other sectors, because 
of the complex nature of its manufacturing process. For 
example, in the motor-vehicle parts industry the number 
of factories increased from 700 in 1955 to 1,200 in 1960, 
and investment rose from a total of about 117.1 million 
dollars up to 1956 to 8,100 million cruzeiros and 161.1 


27 This industry is included in the sector producing capital goods 
because lorries accounted for a high proportion of production 
during the period under review. 

28 ECLA, La creacidén de la industria automovilistica brasilena 
analizada como un caso de programacién sectorial (ST/ECLA/ 
CONF.11/L.31). 


approximately 2,500 lorries a year, with a domestic con- 
tent of 54 per cent in terms of weight, plus the assembly 
of vehicles and the manufacture of parts. 


The motor-vehicles target related both to production 
goals and domestic content coefficients; the aim was to 
manufacture 347,000 vehicles in 1957-60, as grouped in 
table 298, and to achieve by 1960 a domestic content of 
90 per cent of the vehicle parts in terms of weight. 


The investment envisaged, calculated on the basis of 
projects approved by the Grupo Executivo da Industria 
Automobilistica (GEIA), amounted to 17,300 million 
cruzeiros and 332.4 million dollars. Table 298 shows that 
both production and the replacement of imported by 
domestic parts attained levels very close to the target 
established. 


In addition it should be noted that in 1960 GEIA 
approved projects for the manufacture of tractors, mainly 
of the light and medium types, aimed at an annual output 
of 31,000 units after two years of operation, which began 
in 1960. An initial domestic content of 70 per cent, in 
terms of weight, was established, to be increased to 95 pet 
cent by 1962. The results obtained fell far short of the 
target. 

A more modest target was established for shipbuilding 
since greater importance was attached to the road trans- 
port programme than to maritime and inland waterway 
transport. The shipbuilding target, too, was intended to 
give an impetus to the other industrial sectors, even 
though no domestic content coefficients were included in 
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the programme. Up to 1957 the whole industry was 
confined to a few shipyards capable only of producing 
small vessels and making minor repairs. 


Table 298. Brazil: Motor vehicle industry 
A. TARGETS AND ACTUAL OUTPUT, 1957-60 
(Thousands of units) 


Actual 
Type of vehicle Target output 
Lorries and buses. - i ; 170.8 154.7 
Jeeps F 3 4 " : : 66.3 61.3 
Utility trucks . F ; : i 52.6 53.2 
Private cars. 5 - r f 58.0 52.0 
TOTAL 347-7 S212 
B. DOMESTIC CONTENT IN TERMS OF WEIGHT 
(Percentages) 
Envisaged Attained 
Type of vehicle for 1960 30/6/62 
Private cars. A 3 = ; 95 89.3 
Light lorries : : : : 
Medium lorries A 5 : " 90 93.0 
Heavy lorries . 3 5 i 
Buses F , : ‘ Z 5 86.4 
Utility trucks . 3 3 4 : 90 94.3 
Jeeps 2 ‘ ‘ 5 x As 95 90.9 


Source: IBGE, Development Council, report for 1956-60; Anudrio 
Estatistico do Brasil, 1962. 


The target was the establishment of two shipyards 
for the production of large vessels, and the re-equipping 
of fourteen existing yards with a view to providing a total 
theoretical capacity of 130,000 deadweight tons annually 
(later increased to 160,000). It also included the construc- 
tion of three dry-docks for ships of up to 35,000, 10,000 
and 5,000 d.w. tons respectively. The cost of this pro- 
gramme was estimated at 806 million cruzeiros and 
8.6 million dollars. 

Up to 1960 the Grupo Executivo da Industria de 
Construcgao Naval, later known as the Conselho Co- 
ordenador da Industria de Construgao Naval, had ap- 
proved twelve projects, two of them for the installation 
of large shipyards with an annual deadweight capacity of 
60,000 and 40,000 tons respectively. The projects ap- 
proved up to 1960 represented a theoretical capacity of 
158,000 tons annually, excluding one for the production 
of dredges and one for ship repairs. 

Several orders have already been placed with this 
growing industry, and already in 1960 a ship of 1,550 d.w. 
tons was launched. The domestic content, in terms of 
value, attained by the three main shipyards in 1963, 
excluding engines, propellors, propellor-shafts, ball-bear- 
ings and gears, was over 50 per cent, and in many cases 
over 90 per cent. 

The aim of the last target for the production of capital 
goods was the establishment of the metal-transforming 
and heavy electrical equipment industries. Up to 1955 
nothing was produced on those lines except electrical 
household appliances, light machinery, small generators, 
motors, and other small machines and appliances. This 


state of affairs would obviously have to alter as a result 
of electrification programmes, the establishment of a 
domestic motor-vehicle industry, etc., and, in short, of a 
policy aimed at the vertical integration of Brazil’s 
industry. 

Thus the Target Plan provided for the installation and 
expansion of the heavy metal-transforming, heavy elec- 
trical, and machine-tool industries, although without 
quantifying their objectives. According to the Develop- 
ment Council, in 1955-60 the production of machinery 
and equipment in general increased by over 100 per cent 
and that of heavy electrical equipment by more than 
200 per cent, and a wide range of capital goods were 
produced that had formerly been imported. Estimates 
presented in the three-year plan show that by 1960 these 
efforts had already reduced the import content of the 
total supply of capital goods to about a third.29 


The main obstacle to the establishment of this sector 
in a developing economy such as Brazil’s is the size of 
the market, since the technological problem was overcome 
fairly easily. The tendency has therefore been to establish 
industries for the production of machinery and equipment 
that are in fairly widespread use, such as generators, 
electric motors, furnaces, etc., and to place less emphasis 
on the manufacture of the more specialized types. 


It is difficult to quantify the installed capacity of this 
type of industry because of its highly flexible production 
lines. In this respect, achievements during the period 
covered by the plan can be assessed only approximately 
by comparing the production potential in 1961 with the 
incipient stage of development of this sector in 1955 
(apart from the production of machine-tools). The data 
presented below are from studies prepared by ECLA.°° 

With respect to petroleum refineries and the petro- 
chemical industries, annual average requirements in 
1961-70 were as follows: 


Type of equipment Requirements Production capacity 


Storage tanks ; ; 55,600 tons 45,000 tons/year 
Pressure vessels; cyclones; large- 

diameter tubes; expansion 

joints . ‘ : z 7,178 tons 7,000 tons/year 
Heat exchangers; surface con- 

densers ; : . 100,700 m? 35,500 m?/year 
Steam generators; direct-fired 

furnaces (upright) 31,600 m2 41,000 m?/year 
Metal structures; direct-fired 

furnaces (horizontal) 11,410 tons 53,500 tons/year 


Probable demand in 1961-71 for electric power genera- 
tion equipment and estimated production for the period 
on the basis of expansion plans, are as follows: 


Estimated 
Probabl ‘ 
Equipment pemand pia: 
(tons) (tons) 
Turbines 48,860 42,700 
Generators : : 4 65,310 68,500 
Step-up transformers ‘ 3 15,798 23,770 


28 This proportion was calculated on the basis of the value in 
cruzeiros of capital goods in 1958. The figure shows the domestic 
component as higher than it really was because of the heavy import 
subsidies granted at the time. 

30 The manufacture of industrial machinery and equipment in Latin 
America. I. Basic equipment in Brazil and II. The machine-tools 
industry in Brazil (United Nations publications, Sales Nos.: 
63.11.G.2 and 63.11.G.4). 
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In 1962 probable demand for cement production 
equipment was estimated as 10,750 tons, and productive 
capacity as 11,400 tons. 

For the period 1961-70 the projections were a demand 
for machinery for pulp and paper production of 49,600 


Table 299. Brazil: Production and imports of machine-tools 
1955 and 1961 


(Tons) 
Production Imports 
Type 1955 1961 1955 1961 

Lathes . , 2,081.9 5,265.0 1,665.8 2,911.5 
Milling machines. 42.2 289.8 585.2 2,288.6 
Drilling machines . 164.9 794.9 495.2 2,696.8 
Shapers and planers 498.4 1,369.4 196.7 756.1 
Threading machines 3.6 35.0 63.2 182.0 
Cutting machines 

(saws) A : 19.5 342.4 87.8 174.9 
Grinding machines . 3.0 Sih 632.8 2,042.0 


Tool-grinding 


machines . ; ye 69.3 
Presses . A 5 woe 3,890.0 
Pneumatic hammers waa 24.8 


Machines for sheet . 1,071.2 


Source: ECLA, La creacién de la industria automovilistica brasilena 
analizada como un caso de programacion sectorial (ST/ECLA/CONF.11/ 
L.31). 


tons, and a production capacity for the period of 38,000 
tons. 

The figures for production and imports of machine- 
tools are given in table 299. 


12. BRASILIA 


One of the important points in the Target Plan was 
the construction of a new capital city in the interior, not 
only because it was a major undertaking, but also because 
of the magnitude of the resources involved and the 
political impetus it provided. None the less, the economic 
aspects of the project were by no means insignificant 
from the standpoint of expanding the scope of the 
economic system. This was due primarily to the exten- 
sion of the road network to open up large expanses of the 
national territory (see table 300). 


Table 300. Brazil: Road network connexions with Brasilia 


Kilometres of road 


Belo Horizonte-Brasilia . ‘ : é : 700 
Goiania-Brasilia . 3 ‘ : ‘ F 200 
Belém-Brasilia : : . P p , 2,000 
Fortaleza-Brasilia . = 5 , 3 5 1,500 
Acre-Brasilia . r ‘ F i ‘ S 2,500 


Source: Conjuntura Economica, December 1962. 


It is difficult to calculate the amount invested in the 
construction of Brasilia, for want of official figures. 
Those available, at current prices, were estimated by 


the Getulio Vargas Foundation for the period between 
1957 and mid-1962, and show 139,000 million cruzeiros 
for the public sector and 10,000 million for the private 
sector. At 1961 prices this expenditure was calculated 
as between 250,000 million and 300,000 million cruzeiros, 
which means that Brasilia absorbed 2-3 per cent of the 
gross domestic product for that period. 

The success attained can be judged from the following 
data at 30 September 1961, contained in the 1962 
Message to Congress. Brasilia had 200,000 inhabitants, 
5,144 completed buildings, 144 buildings under con- 
struction, an installed power capacity of 16,200 kW, 111 
kilometres of paved roads, and 5,750 telephones. 


13. OTHER SECONDARY TARGETS 
Certain secondary targets also deserve mention. Food 
targets did not take the form of an agricultural pro- 
gramme. No direct efforts were made to expand agri- 
cultural production except for wheat (where they failed 


Table 301. Brazil: Projected and actual daily slaughtering capacity 
of meat processing plants, 1956-60 


Daily slaughtering capacity 


Programmed Attained 
Cattle . 4 : : : : 2,750 2,200 
Pigs A : < : 7 ‘ 1,100 700 
TOTAL 3,850 2,900 


Source: Development Council, report for 1956-60. 


Table 302. Brazil: Implementation of marketing programme, 


1956-60 
(Thousands of tons) 
Capacity 
Increase Actual 
envisaged increase 
Storage facilities and silos . 800,000 569,239 
Freezing plants 45,000 8,014 


Source: Development Council, report for 1956-60. 


completely), since production declined from 871,000 tons 
in 1955 to 370,000 in 1960, as against the projected out- 
put of 1,500,000 tons for that year. 


The approach chosen was to expand marketing ser- 
vices and the manufacture of tractors and fertilizers 
(already dealt with elsewhere). In addition a modest 
mechanization target was established for agriculture, 
which had the effect of raising the number of tractors in 
use from 45,000 in 1955 to 77,362 in 1960, still an in- 
significant figure in relation to Brazil’s total agricultural 
area. The question of meat supplies was dealt with by 
establishing a target for processing-plant slaughterings 
which, though modest, was not attained (see table 301). 
Total daily slaughtering capacity increased from 15,300 
head in 1955 to only 18,200 head over the following five 
years. Marketing targets were not met, the failure being 
DA ioe notable for refrigeration plants (see table 
302). 
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With respect to iron ore, the export target set in the 
light of the possibilities of absorption by the world 
market was 8 million tons. Exports in 1955 amounted 
to only 2,565,000 tons, valued at 30 million dollars. 
Investment was mainly in transport and shipping, under 
the direct responsibility of the public sector, as for most 
of the production activities, where 75 per cent of the 
expansion programmed was the responsibility of State 
enterprises. The export level attained in 1960 was 
5,240,000 tons, representing 65 per cent of the target 
figure, and in terms of value 53.6 million dollars *4 


14. THE POLICY THROUGHOUT THE TARGET PLAN PERIOD 
AND THE PROBLEM OF STABILITY 


In explaining the conditions under which the Plan 
was adopted, emphasis was laid on the necessity for 
caution in regard to the future course of inflation, and 
on the hypothetical reasons for ignoring that risk. The 
time has now come to introduce other elements into the 
discussion of this topic. The most important one seems 
to be the Target Plan’s so-called “inflationary potential’. 
This obviously derives from the fact, as already noted, 
that no scheme, even of an over-all character, was formu- 
lated to finance its investments with a view not only to 
deliberately and efficiently channelling savings into 
priority activities, but also to restricting their use for 
other purposes or so increasing their volume as to be 
sufficient for its own investments and those planned by 
other agents. 


To take the matter a step further, however, the sug- 
gestion might be made that even a more far-sighted 
financing policy—whose technical administrative or 
political viability there is no point in discussing here— 
would not have completely nullified the inflationary 
repercussions of this capital formation effort, by reason 
not only of its scope, but also of its content, since it 
chiefly involved investment in sectors and activities 
not calculated to contribute substantially to the supply of 
goods and services over the short term, whereas the 
expenditure entailed was immediately transformed into 
effective demand, except, of course, for that portion 
covering purchases abroad of the equipment and inputs 
needed. 


Generally speaking, not enough importance has been 
attached to the fact that such considerable changes in the 
production system over so brief a span imply a marked 
dissociation of the existing financial structure with 
respect to the needs and nature of the new activities 
which come into being or take on another form within 
the whole. These are not the activities that generate or 
have easier access to savings or available financial re- 
sources, in the early stages at least. Moreover, their 
more “capitalistic’’ processes require more funds and 
other credit procedures than those required by, say, the 
“traditional’’ industries. 


Naturally, these problems are minimal if looked at 
from the standpoint of the developed countries, where a 
capital market serves precisely to channel savings and 
resources from one area to another in the proportion 
demanded by the unequal development of the various 
activities and enterprises. In any case it is often the 
existing large corporations which promote the advance- 
ment and expansion of new enterprises. Needless to say, 


31 Foreign trade statistics, Ministry of Finance. 


these conditions differ widely from those prevailing in 
Latin America and the other developing regions. 


These and other considerations arouse curiosity as to 
why the promotors of the Target Plan were so insensitive 
to the latent dangers threatening stability, and prompt 
an investigation into the possible reasons for this. One 
circumstance worthy of mention in this connexion is 
that the previous co-existence of rapid development and 
inflation had set at rest all fears with regard to instability, 
particularly as those who had pointed out the risk from 
an orthodox standpoint seemed at the same time to be 
criticizing the industrialization process itself. 


This attitude, which was peculiar to Brazil both in 
official and entrepreneurial circles during that period, 
though not later, appeared also to be linked to the 
characteristics of the country’s labour market. A plentiful 
supply of manpower, of which a significant proportion 
came from the more backward areas, combined with 
somewhat unsatisfactory trade union organization. Asa 
result of this state of affairs—which this is not the time 
to analyse fully here—the usual “‘price-wage spiral’? had 
had little effect on the previous inflationary process. An 
eloquent sign of this is the regularity of the minimum 
wage adjustments which is recognized as being suffici- 
ently representative of the evolution of the average 
income of urban wage-earners, except probably in the 
great industrial centres and certain public services. Table 
303 shows the periods of adjustment and the fluctuations 
in the real wage, i.e., with due regard for the rise in the 
cost of living. 


Table 303. Brazil: Evolution of the minimum wage, 1954-63 


Real minimum Real minimum 


Date of wage Date of wage 
adjustment (January 1952 = adjustment (January 1952 = 

100) 100) 

January 1954 F 13:7, November 1960 . 121 

August 1956 ; 142 October 1961 F 129 

January 1959 : 136 January 1963 5 120 


Source: Desenvolvimento e Conjuntura, February 1962 and January 
1964. 


As can be seen, two years elapsed between the adjust- 
ments in 1952 and 1954, and thirty-one months between 
the latter and that effected in 1956. After a real improve- 
ment in 1954, the wage-earner’s income ceased to keep 
pace with the rise in prices and actually lagged behind 
with respect to the increases in per capita national 
income. Obviously, the trend followed by wages, com- 
bined with the increases in productivity and uncontrolled 
prices for most goods, created highly advantageous 
conditions for the entrepreneurial sector, which carried 
more weight than did the misgivings expressed concern- 
ing the future course of inflation. 

Lastly, consideration should be given to the prevalent, 
and at first sight plausible, idea at that time that the 
complementarity and diversification of production out- 
lined in the Target Plan would help diminish the struc- 
tural factors of instability, being conducive to more 
flexibility in the production system and to a marked 
expansion of over-all supply. 

Whatever the opinion regarding the possible reasons 
for the indifferent attitude adopted to the problem of 
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inflation, the fact remains that they resulted in what 
might be described as a temporizing economic policy. A 
measure resorted to almost exclusively was the control 
on prices of essential goods and services, including 
imports (by means of subsidized exchange rates) and 
potential exports (through the maintenance of excessively 
high exchange rates). Indirectly, the rise in wage levels 
was also curbed by this means. It might be asserted that 
these procedures achieved an all-important result, 
namely, that instability should not prevent the attainment 
of the Target Plan’s objectives. This point should not be 
underestimated in the light of the considerable headway 
made by Brazil’s economy during the period concerned. 
Nevertheless, it is evident, too, that the strategy was 
ineffective in containing for long the pressures for a 
faster increase in prices, as shown in table 304. 


Table 304. Brazil: Average annual variation in the cost of living in 


Guanabara 
Year Percentage Year Percentage 
1956 20.9 1960. F 5 PRR 
1957 16.3 1961 : . . 33.3 
1958 14.6 19620 : 5 Sila 
1959 3971 1963 ‘ 3 5 CAN! 


Source: Getulio Vargas Foundation, Programa de agao econémica 
do governo, op cit. 


Furthermore, these tactics aggravated or created other 
problems which were gradually coming to a head over 
that period and were to become important factors at a 
later stage. The weak financial position of public service 
enterprises deteriorated even further, and this entailed 
an increase in the State’s contributions towards their 
operation. The subsidized foreign exchange rate for 
petroleum and wheat imports was maintained. The 
government’s share of external transactions was reduced 
and the pressure on the balance of payments increased. 
Over-valued exchange rates were fixed for exports of 
food products and industrial inputs in order to protect 
domestic prices which reduced their contribution to the 
foreign exchange fund. 


Thus, in different ways, the internal contradictions 
inherent in that policy ended by making it less and less 
manageable. Figuratively speaking, it was like a time 
. bomb which threatened to explode as soon as those 
conflicts reached a crisis or other developments came to 
speed up the process. 


15. ECONOMIC POLICY DURING THE THREE-YEAR PERIOD 
1961-63 
While the Target Plan was in force, every effort was 
made to provide the Brazilian economy with an industrial 
structure which was sound in terms of quality. The 
developments that took place were mainly a response 
to the dictates of this economic policy. 


In this respect, the trends of the three years of the 
period covered formed a sharp contrast. Viewed in 
sequence, economic policy measures do not seem to 
have established any clear-cut guidelines. A plethora 
of provisions were laid down each aimed at a different 
objective and defeating the other’s ends. None of the 


proposed schemes lasted long. In fact, economic policy 
appeared to have escaped from control and to be 
drifting aimlessly. It seemed impossible to define its 
nature from the debates held, since each political state- 
ment made to the public struck a different note. No 
plan was ever final and none succeeded in enlisting 
sufficient support to keep it going. Instead of shaping 
events, economic policy was overtaken by them and 
could not keep up with the pace of economic develop- 
ment. 


While no claim is made to provide a satisfactory 
interpretation of the years from 1961-63, the reasons for 
economic policy’s relative failure to shape events can at 
least be examined. For this purpose, it is useful to recall 
some of the background factors. The first that come to 
mind are the problems caused by the heightened tempo of 
inflation. Itis common knowledge that, for want of timely 
corrective measures, a sustained inflationary process will 
become increasingly independent of the real factors 
from which it originally stemmed, because the mechanisms 
that propagate inflation begin to work more automatically 
and those who are called upon to make daily economic 
decisions are influenced by the expectations of price 
rises. 


Hence, the fact that prices, which had followed a fairly 
steady upward trend, suddenly began to soar, not only 
undermined the over-all efficiency of the economy 
because of the inevitable economic and social disruption 
that ensued, but also raised the fundamental problem 
of how to replace the inflationary mechanism by some 
other means of financial expansion for the Brazilian 
economy. Monetary expansion had been used to provide 
the additional social overhead needed from the public 
sector as a complement to industrialization, as well as 
the working capital required by developing enterprises. 
The private sector had been enjoying high rates of return, 
and therefore had a supply of domestic funds on which 
enterprises could draw to make use of industrial oppor- 
tunities since extensive price control was virtually non- 
existent. This method of operating obtained its monetary 
backing from the banking system, through the issue of 
securities stemming from the public deficit. 


The accelerated pace of inflation was a direct challenge 
to these essential facilities. It became increasingly 
difficult for the public sector to finance its capital expendi- 
ture by expansionist methods without exposing the 
economy to the risk of runaway inflation. But a reduction 
in expenditure and deficit was liable to have an adverse 
effect on both investment programmes and the powerful 
interests involved in them, and, in addition, to disrupt 
the delicate mechanism which had been supplying 
enterprises with working capital through the expansion 
of the means of payment, just at the time when the banking 
system was exposed to unduly heavy pressure owing to 
the increasingly capitalistic nature of the production 
and marketing processes and the need to extend average 
sales periods so as to maintain the growth of the domestic 
market. The public sector was thus faced with a severe 
dilemma: either to tolerate an inflationary process that 
was becoming daily more dangerous for the sake of 
maintaining the economy’s dynamic impetus, or to 
curb the inflationary mechanisms, which involved anothe1 
set of economic and social hazards. Economic policy 
hovered between the two alternatives from 1961 to 1963. 
although leaning more towards the second for the simple 
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reason that the previous policy of temporizing with the 
inflationary process was becoming untenable. 


This situation, unsatisfactory in itself, was coupled 
with other factors that played their part in clouding the 
outlook and narrowing the range of action of economic 
policy. 

On the one hand, the social and political basis upon 
which industrial development policy rested began to 
disintegrate. Its main feature had been the support of 
the urban groups, whose alliance gradually began to 
break up under the pressure of persistent demand for 
price and wage adjustments in the wake of increasing 
inflation, and the slowing down of the growth rate which 
made it more difficult to ease tensions by increasing the 
product. What is more, the Government responsible 
for the Target Plan, and for directing its policy and 
administration towards achievement of the Plan’s 
objectives, was replaced by one whose political com- 
plexion and economic aims were different; this particular 
Government, however, had no time to establish its line 
of policy before the President’s resignation in 1961 un- 
settled the political outlook once again. 


Consideration should also be given to the problem 
of the external bottleneck. From 1960 onwards the 
balance-of-payments position became increasingly diffi- 
cult. The deficit in 1960 was 430 million dollars, a 
figure which was only exceeded at the time of the import 
boom in 1952. After 1958 the trade balance was gradually 
less able to offset disbursements in respect of servicing 
and amortization. Lastly, the inflow of foreign capital 
and investment tended to slow down either because the 
more profitable opportunities opened up by the Target 
Plan had been plumbed or because of the existing social 
and political instability. 


On the other hand, the effect of financial operations 
related to coffee should be considered, as well as those of 
an internal nature. Between 1953 and 1958, transactions 
involving the acquisition of foreign exchange at different 
rates had been a source of not inconsiderable profit 
for the official banking system. Its so called “‘agio 
iInvestigation’’ had led to an easing of the inflationary 
effects of issues. This situation changed abruptly in 1959 
when the bumper coffee crop forced the Government to 
buy a considerable quantity of the coffee produced. Thus, 
earlier profits were lost through the financial commit- 
ment to buy up coffee stocks, on which some 50,000 
million cruzeiros were spent (about 2 per cent of the 
sross national product). Although the 1960 coffee crop 
was relatively small, there was another bumper harvest 
in 1961, when the same action had to be taken, thus 
further aggravating the monetary imbalance. 


The convergence and interaction of all these elements 
handcuffed economic policy. Unable to emerge from the 
impasse in which it found itself, it played a gradually 
decreasing role at a time of growing political and social 
unrest. 


Under such conditions, it is not surprising that in- 
lation increased while the growth rate slackened. As 
already pointed out, the rate of inflation climbed from 
33 per cent in 1961 to 52 per cent in 1962 and 70 per cent 
in 1963, while the growth rate fell from approximately 
7 per cent in 1960/61 to 5.4 per cent in 1962 and to 
barely 1.4 per cent in 1963. 


Evidence of these two trends, however, does not 
warrant the establishment of an over-simplified causal 
relationship between them. Although the decline in the 
development trend is obviously connected with the 
soaring inflation, other influential factors probably inter- 
vened as well. There is little doubt that with the reduc- 
tion in the growth rate of the product there disappeared 
one of the factors which had acted as a brake on inflation 
in the years immediately preceding. It should be borne 
in mind, however, that other factors referred to earlier 
played an equal or even more important part in raising 
prices. 


16. STABILIZATION MEASURES IN 1961-63 


If economic policy during the three years in question 
is viewed as a whole, among the welter of measures that 
characterized that phase some new and distinctive 
trends can be discerned which form a sharp contrast 
to the policy that was applied in the second half of the 
fifties as embodied in the Target Plan. 


The first of these trends, as has been pointed out, was 
a shift in the focus of economic policy: where it had 
previously concentrated on industrial development to the 
virtual exclusion of all else, inflation control was now its 
main concern. 


The year 1961 was the one in which attention was 
focused on the problem of stabilization. In order to 
deal with the increasing imbalances that were a legacy 
of the past, the new administration took a number of 
measures which, by and large, resembled the anti- 
inflationary efforts of 1954-55. 


On the one hand, apart from the immediate impact 
on the price level, which has been commented on before, 
the exchange system was modified, subsidies for preferen- 
tial imports being reduced and an attempt made to 
increase fiscal and monetary participation through taxes 
on the more productive exports, and the institution of 
prior import deposits. 

On the other hand, the over-all deficit in Federal 
Government operations was substantially reduced, 
partly owing to a relative contraction in domestic coffee 
supplies. 

Political developments in 1961 seem to have been 
largely responsible for the failure of the programme, 
although it must be said that even before the political 
crisis the Government was tending to relax its policy 
of cutting down on public investment—another eloquent 
sign of the natural resistance to any attempt to discontinue 
such investment. 


After the hopes of slowing down the inflationary 
process were disappointed in 1961, a nebulous period 
ensued in which political conditions were unstable and 
ill-defined.** There is no point in analysing the timorous 
and ephemeral price controls that were tried out at that 
time. The main provisions consisted in the freezing of 
prior import deposits and raising of commerical banks’ 
legal reserve from 14 to 22 per cent of total demand 
deposits, together with a host of measures aimed at 
encouraging the sale of medium-term government bonds. 


In the second half of 1961, although political conditions 
were still unstable, an integrated plan was prepared in 


32 During 1962 Brazil had a parliamentary régime which failed to 
work satisfactorily and was eyentually replaced following a 
plebiscite. 
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recognition of the need for co-ordinating the piecemeal 
stabilization measures of fiscal and monetary policy. 
This plan was shortlived and its prospects and projections 
came to naught, mainly because an extra monthly wage 
was granted to urban workers at the end of the year. 
However, its basic postulates were reimbodied in the 
1963-65 Three-Year Development Plan. 


Brazil’s previous experience had demonstrated the 
impossibility of applying inflation control measures 
prejudicial to economic activity. The private sector’s 
acute political sensitivity to sharp reductions in the credit 
facilities it expected to receive is reflected in the fact that a 
series of containment measures were attempted, only 
to be quickly abandoned. Fully aware of this sensitivity 
but convinced that development is the principal objective 
of the economy, the authors of the Three-Year Plan 
drew up a programme of stabilization by stages, aimed at 
maintaining the past economic growth rate. Since the 
Plan itself constituted an implied criticism of the measures 
normally applied, it tacitly called attention to the prob- 
lems of integrating short and long-term measures. 


The Plan was based on the fact that, although Brazil’s 
average annual rate of development had been 7 per cent 
in recent years (1957-61), it had been accompanied by 
increasing instability. Provisional studies showed that 
the rate of inflation was likely to rise from 50 per cent in 
1962 to 100 per cent in 1963, actually imperilling the 
growth rate of the product itself. In face of such a 
prospect, the Plan singled out the prime movers of 
disequilibrium in the external and the public sectors and 
indicated the two basic objectives that should be pursued: 
(a) maintenance of the level of imports through the 
rescheduling of the external debt; and (b) acquisition 
of resources for the public secor by noninflationary 
means. These objectives would in their turn be subordin- 
ated to a policy of safeguarding a high rate of investment. 
In the last analysis, the aim was to find new ways of 
financing public expenditure, without sacrificing private 
investment. Setting aside wage policy and the evolution 
of the external sector, the restoration of stability would 
depend essentially upon the method of financing the 
Treasury deficit and upon the policy adopted in respect 
of loans to the private sector. 


According to the projections presented in the Plan, 
the gross domestic product would increase by 7 per cent 
in 1963. On the other hand, the Federal public sector 
would have to spend about 1,040,000 million cruzeiros 
(14 per cent of the product in question), which would 
mean a 34 per cent expansion of the means of payment. 
On the basis of these two projections taken in conjunction 
the resulting rate of inflation was estimated in the Plan 
at 25 per cent. 


The salient feature common to the attempts to combat 
internal disequilibrium had been that at the beginning 
of every financial year the Government started out on the 
assumption that its expenditure would represent approxi- 
mately 18 per cent of the gross domestic product, but 
by the end of the year this proportion dropped to 14 
per cent. Thus, everything suggested that the Govern- 
ment’s endeavour to increase its participation in the 
product had been frustrated by the rising trend of prices. 
Commensurately with the proposed increment in public 
expenditure, the inflationary process gathered speed, and 


the Government’s share in the product reverted to 14 per 
cent. 


The Plan established two basic objectives for the ex: 
ternal sector: (a) maintenance of the imports required te 
keep up the rate of economic growth, without recours¢ 
to additional external borrowing; and (6) study of the 
possibilities of rescheduling the debts previously con. 
tracted. If more liberal amortization and interest term: 
were secured, the resultant decrease in the outstanding 
liabilities projected for the period would mean a relatively 
significant reduction of the deficit. 


In relation to certain projected rates of inflation, the 
Plan set limits to public income and expenditure and te 
financial and banking operations which were calculatec 
to keep the creation of means of payment at a leve 
compatible with the estimated rise in prices. Its projec 
tions seem to have been somewhat optimistic, and te 
have underestimated the repercussions of the abundan 
money supply created in the last quarter of 1962. Simil- 
arly, its execution was hampered by the discrepancy 
between the rate of inflation that entrepreneurs hac 
expected and on which their monetary operations anc 
calculations were based, and the rate projected in the 
Plan, and the complaints of credit shortage heard or 
every hand. It often happens that when control measure: 
are applied their initial impact is more severe than wa: 
previously intended; and such was the case in Brazil 
For the first quarter of 1963, according to the provision: 
of the Three-Year Plan, the means of payment were to be 
expanded by 25,100 million cruzeiros, with a view tc 
partly offsetting the effects of the primary issue put ou! 
in the preceding quarter on account of the concession 0} 
an extra monthly wage in December 1962. But, in actua 
fact, the stringency of the initial measures of monetary} 
policy was such as to nullify over 16,000 million cruzeiros 
worth of fiat money—approximately three times as muct 
as the withdrawal contemplated in the Plan—and the 
means of payment expanded by only 3,700 million 
Needless to say, these practices aroused violent criticism 
and by the second quarter of 1963, with the relaxatior 
of monetary policy, the means of payment increased by 
179,400 million cruzeiros, as against the projected incre 
ment of 74,100 million. The measures envisaged wer 
thus dealt a fatal blow. Moreover, some wage-earnins 
sectors also opposed the measures because of their los: 
of earning power and the substantial wage hikes requestec 
as a result of inflation. 


Thus, in the list of transitory schemes for combatins 
inflation, the Three-Year Plan figures as a heroic attemp 
to reconcile the two basic aims referred to above—that o: 
safeguarding the rate of growth and that of mitigating 
inflation—in the midst of a turmoil of events whick 
increasingly tended to elude any sort of control that 
economic policy was capable of exercising. 


17. DEVELOPMENT POLICY IN 1961-63: THE QUEST FOR 
NEW AVENUES OF ECONOMIC EXPANSION 

The plethora of stabilization programmes witnessed ir 
the three-year period under review did not imply 
complete loss of interest in the development of the 
production system, as the other facet of economi 
policy. Government investment capacity was still con- 
centrated in the twin fields of energy and transport 
The private sector, despite the economic recession ir 


Lj 
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1963-64 and the climate of political instability, which 
apparently led to a cutback in investment in new indus- 
trial activities, continued to invest in the sectors producing 
basic inputs and capital goods, adding to existing plant 
facilities and enlarging the working capital required for 
more capitalistic production and marketing processes. 


Thus efforts continued to be enlisted in the interests of 
completing the industrial system. It is not surprising that 
this goal should have retained its importance. 


As regards investment in basic social capital, especially 
iransport facilities and power, it should be borne in 
mind that the Brazilian. economy is organized with a 
view to the continuity of such programmes. The existing 
capital goods industry is geared to the production of the 
pertinent equipment; methods of financing are designed 
(0 support programmes of the type in question; and there 
is a whole structure of interests directly bound up with 
investment in the energy and transport sectors. In the 
past, Brazil has displayed a remarkable capacity for 
insulating infrastructure programmes from the vicissi- 
udes of political life. 


In this context, it must be reiterated that important 
sapital goods industries looked to the State as the chief 
and, in many cases, the sole purchaser of their products. 
[The system of earmarking funds for infrastructure 
orogrammes was consolidated and expanded. Of out- 
standing importance were the reorganization of the 
Federal Electrification Fund (Fundo Federal de Eletri- 
icagao) and the constitution of a railway investment 
und in 1962. The direction in which investment was 
channelled in the years in question is attested by a study 
of the long-term objectives postulated in the Three-Year 
Plan, which assembled sectoral projects and programmes 
und thus gave expression to the aspirations and potentiali- 
ies of the national economy as a whole. The share of 
sapital goods in total fixed investment was to increase, 
ind the investment effort in respect of transport and 
nergy was to be greater in relative terms. Evidence 
of the vertical character of the industrialization process 
s afforded by the proposal that the sectors manufacturing 
sapital goods and basic inputs should come to constitute 
i bigger proportion of the entire transforming industry. 


While vertical industrialization represented a natural 
olongation of the trend followed by the import 
substitution process, awareness of the future needs 
leriving from regional, sectoral and social disparities 
ed to the establishment of another group of objectives 
or the investment process. 


One of the typical features of the development policy 
yursued up to the end of 1963 ws what might be termed 
he attempt to launch a policy of horizontal development. 
[This new interest, manifested in the creation of the 
superintendencia de Desenvolvimento do Nordeste 
SUDENE) and in a number of measures relating to the 
igricultural sector, not only represented a response to the 
yolitical demands springing from cognizance of struc- 
ural disequilibria which stood out yet more plainly in 
ontrast with the growth of the metropolitan areas of the 
Sentro-Sul region, but also contributed to the opening-up 
of new prospects for the internal savings and investment 
process. 

At the end of 1959 the regional development policy 
ollowed in the Nordeste had been recast in a new mould. 
3xperience had shown that the mere combating of climatic 


vicissitudes, through water storage projects and the 
construction of a transport network, was no answer to 
the real crux of the region’s problem: the existence of a 
pre-eminently primary system characterized by low 
productivity and the concentration of income in a few 
hands. Moreover, there were so many Federal organs 
operating in the area that some higher authority was 
needed to co-ordinate their activities. SUDENE was to 
formulate a policy with the aim of remodelling the 
economic structure of the Nordeste, and was to become 
the centre for the co-ordination of government action in 
the area. 


From another standpoint, the proliferation of measures 
relating to the agricultural sector is indicative of the 
attempt to realign economic policy in recent years. In 
the first place, an effort was made to expand agricultural 
development practices. Of importance in this connexion 
was the remodelling of Federal agencies connected with 
the agricultural sector. An attempt was also made, 
through a modification of the rural credit régime, the 
institution of a minimum-price system and the establish- 
ment of a network of storage facilities, to ensure better 
conditions for the financing of agricultural production. 
In view of the country’s industrial development, resale 
of agricultural equipment was encouraged and facilitated. 

Among specific programmes, special mention must 
be made of one for the rationalization of coffee-growing, 
whereby former coffee-growing areas are being gradually 
turned over to diversified farming with high rates of 
productivity. Plenty of funds are available for this 
programme, deriving from taxation on coffee exports. 
Alongside these activities directly linked to the improve- 
ment of agricultural productivity, certain measures were 
adopted in connexion with income distribution in the 
sector. Outstanding among these was the extension of 
labour legislation to cover agricultural workers. With 
regard to the reform of the land tenure system, little 
progress was made in the years under review. 


In relation to the public investment objectives pro- 
posed, the new interest in educational programmes 
should be mentioned. The scope of education pro- 
grammes has altered in the last two or three years, to- 
gether with the line followed by Brazil’s educational policy. 


The incipient movements towards diversification 
observable in development policy during the past three 
years should not be regarded as the outcome of a deliber- 
ate decision adopted in the light of a searching diagnosis 
of the phase through which the economy was passing. 
On the contrary, they were prompted by all sorts of 
limited innovations, unrelated to any over-all definition 
of Brazil’s development and, up to a point, marginal to 
the major issues of economic policy. 


18. REFORM OF POLICY INSTRUMENTS 


The hiatuses in the machinery available, aggravated 
as they were by the pragmatism of the Target Plan, 
naturally tended to become increasingly manifest as the 
possibilities of the juridical framework inherited from 
earlier decades were exhausted. From the sociological 
standpoint, a new institutional structure had been 
fashioned, with the State at the service of development, 
but the corresponding changes had not been introduced 
at the legal level. In practice this “development State” 
was established almost outside the letter of the law. 


i 
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There has been plenty of evidence of this anomaly in 
recent years. One of the salient features of the three-year 
period under review was the establishment of a number 
of different aims, under the general heading of “‘basic 
reforms’, designed to meet the needs of the much more 
complex national society that had been gradually built 
up during the past fifteen years. Cases in point are 
afforded by the education act which has given the country 
a new educational system; the extension of labour 
legislation to rural workers; the amendments to the 
Constitution which have strengthened the financial 
position of the municipalities; and so forth. For instance, 
Congress has before it over 400 draft land reform bills.*8 
As regards the subject of most immediate interest here— 
the reform of the instruments—although considerable 
progress was made in the three-year period under review, 
the effort to establish adequate machinery is still far 
from completion. 


The process of remodelling and reorganizing the 
machinery which is already under way is characterized 
by a hitherto unknown concern for quality and integra- 
tion. 

The most outstanding change introduced into the 
traditional body of economic policy mechanisms is the 
absence of some of the functions previously performed 
by exchange instruments and the increased importance of 
others. Secondly, the role of other instruments is becom- 
ing more significant. 


In earlier pages stress was laid upon the outstanding 
part played by exchange instruments during the fifties. 
The differential treatment of exchange operations was 
undoubtedly the most important of the instruments 
handled during the implementation of industrialization 
policy. In view of the strategic importance of external 
relations for the economy, the application of differential 
exchange rates enabled the Government, through the 
selective control of imports, to grant subsidies to imports 
of capital goods and basic inputs. Similarly, their 
manipulation facilitated the attraction of external 
savings, serving as a means of guiding and influencing 
the investment process and channelling resources towards 
the priority branches of industry. 


In 1961, a series of measures metamorphosed Brazil’s 
exchange system, adapting it to new functions. The 
principal cause of the exchange reform was undoubtedly 
the increase in the external imbalance and the need for 
more fiscal revenue which replaced industrial diversifica- 
tion as a source of concern. 


The first exchange reform measure consisted in con- 
verting the former system of profits obtained from foreign 
exchange auctions (agio) and bonuses, into a more 
orderly system of tapping resources, by means of a tax 
(withdrawal quota) payable in dollars on coffee and 
cacao exports. The second method adopted for strength- 
ening public finances was the establishment of prior 
import deposits. In this way, the Banco do Brasil’s 
reserves were swelled by resources of non-inflationary 
origin, while another system of selecting imports was 
created. 


A series of financial provisions were gradually added, 
during the last few years, to the complex of economic 
policy instruments. This reflects the concern aroused by 


88 In 1965, a land reform bill was passed together with a banking 
reform bill. 


the intensity of the inflation and the need to obtain non- 
inflationary resources for financing public expenditure. 


Several of these measures, by means of an element of 
compulsion, expanded public credit operations, to which 
virtually no recourse had been had in the fifties as a means 
of financing Government expenditure. The various 
procedures recently applied can be classified in two 
groups. The first comprised medium-term operations 
for purposes not previously specified, and includes the 
various kinds of drafts (Treasury, export and import 
drafts). The other expedient consisted in the launching of 
long-term loan securities earmarked for specific uses. In 
most instances, such operations were based on tax sur- 
charges. 


During the Target Plan period, the manipulation of the 
exchange rate was the main instrument used to encourage 
and channel investment. Of the other instruments, only 
customs duties were used for such purposes after the 
1957 reform. As regards other forms of taxation, the 
paramount concern was how much revenue they woule¢ 
yield. An endeavour was made to build up a tax system 
which would be capable of keeping pace with the in. 
flationary process and at the same time of adapting itsell 
to the rapid structural changes, while incidentally in 
creasing the Federal Government’s share of the increment: 
in the product. The changes in the tax system wer 
dictated by this twofold consideration. The mos 
important taxes came to be established on an ad valoren 
basis, or, by virtue of frequent adjustments of thei 
specific scales, maintained the same real ratios; at th 
same time the tax base and average rate of incidence wer 
increased. In short, from the fiscal standpoint, th 
Federal tax system steadily improved during the las 
decade. 


Although there has long been awareness of tht 
deficiencies of the tax system, they only became of majo! 
concern to the Government when the aggravation of thi 
inflationary process and the increasingly dangerou 
nature of fiscal deficits were reinforced by the shiftin; 
of the centre of gravity of the savings and investmen 
process from the external sector to the internal economy 
Not only was priority given to a reform of the tax systen 
which would increase its efficiency as a means of providin; 
the Government with resources, but it began to be though 
necessary to add new responsibilities to this traditiona 
function. Thus, alongside the changes aimed at increasin; 
the fiscal efficiency of the tax system, a move was startet 
to use differential tax treatment and tax incentives a 
instruments for the promotion of industrial development 
An increasingly favourable reception was also accorde 
to the idea of an over-all reform of the tax system whicl 
would make it more progressive and enable tax incentive 
to be brought into the service of development policy. 


Although the changes in the tax régime that took plac 
in the three-year period did not represent a radica 
reform, they did introduce important innovations, an 
heralded a trend towards the complete remodelling o 
Brazil’s tax system. These innovations may be groupet 
in four major categories, according to the spirit by whic! 
their introduction was prompted. 


The first group shows no striking contrast with th 
changes effected during the fifties. Income tax underwen 
almost annual modification during the three-year perio: 
that followed, the basic aim being to increase the revenu 
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t yielded by raising the rates and closing the loopholes 
which allowed a great deal of evasion of certain types of 
payment to take place. 


_ However, the second group of tax provisions applied 
juring the period under consideration reveals an en- 
Jeavour to use tax machinery to further the ends of 
Jevelopment policy. With the creation of SUDENE, 
oreferential tax treatment was granted to industries 
mstalled or in process of installation in the Nordeste 
and subsequently, by extension, throughout the Norte 
area. The aim of these measures was to counteract to 
some extent the tendency for investment to be concen- 
rated geographically in the most dynamic economic 
areas. 


In 1963 the system previously applied in relation to the 
sales and consignment tax levied by the States was 
altered with a view to the correction of regional dis- 
equilibria. Under the previous legislation, the tax had 
deen paid in the place of residence of the seller, whereas 
it was now to be payable in the State of destination, in the 
sase of transfers of industrial products, and in the State of 
origin in that of agricultural, livestock or mining com- 
modities. 


Lastly, during the three-year period the widespread 
demands of the Brazilian municipios for increased 
inancial resources were given a hearing. In distributing 
fax powers among the three politico-administrative 
evels, the Constitution of 1946 had assigned the munici- 
910s taxes that were not very dynamic. In subsequent 
years the proportion of Government income represented 
by these taxes declined,** a process which facilitated the 
Federal Government’s investments in infrastructure. 
But the limited financial capacity of the municipios, 
Which allowed of only a modest expansion of urban 
services, gave rise to severe pressure for the redistribution 
of income in favour of the municipios. In November 


1961, the provisions of the Constitution with respect to 
the tax powers of the States and the municipios were 
amended. By virtue of this amendment, two taxes 
were withdrawn from the States and handed over to 
the municipios, namely the rural land tax and tax on 
transfers inter vivos. It was also established that 15 per 
cent of total income tax revenue and 10 per cent of 
the total revenue deriving from the tax on consumption 
should be handed over to the municipios. 


The fourth aspect of tax legislation in the three-year 
period which is worth mentioning relates to incentives 
to industrial exports. For example, to encourage 
exports of Brazilian products based on imported inputs, 
the total or partial reimbursement of import duties on the 
goods used in manufacturing those intended for export 
(drawback) was established in conformity with the 
principles laid down by CPA (Customs Advisory 
Council). It must be pointed out that while so far no 
remodelling of monetary instruments has been promoted, 
as occurred in the case of tax instruments, the reform of 
the machinery of monetary policy has acquired new 
proportions and aroused greater interest, leading to a 
general re-examination of the system in 1965. 


Reference should be made to the concern shown for a 
recasting of the administrative machinery and to the 
increasing reform of budget mechanisms. Although 
taken individually, none of these measures made any 
radical change in policy instruments with the exception 
of the exchange reform, their very number reveals the 
new and significant light in which the subject was coming 
to be viewed as a result of the difficulties deriving from the 
shortcomings of economic policy. In any case, the short 
list of policy instruments given here, which could be 
expanded considerably, should not obscure the fact that 
they had little effect in view of the conditions obtaining 
during the three-year period when, as mentioned earlier, 
economic policy lost all control over developments. 


B. ECONOMIC POLICY IN CHILE, 1954-63 


Chile’s economic policy in 1954-63 is of special interest 
because during that period the main aim was stabilization, 
which was sought by means of the simultaneous applica- 
‘ion of a variety of instruments. Apart from any other 
>onsiderations, the mere fact of this definition and integra- 
ion of ends and means would give this chapter of 
sconomic policy special significance. 

Although stabilization was the frame of reference for 
all decisions throughout this period, during the second 
half of the decade another objective was added to this 
main aim, that of a resurgence of economic development; 
thus it is possible to analyse how far these two aims were 
sompatible, and what problems arose from this duality 
of aims. 


1. THE STABILIZATION POLICY DURING 1955-58 
(a) Circumstances that imposed and formed the 
stabilization policy 
Before turning to a study of the economic policy 
adopted at the end of 1955, it is useful to review the 


34 See ECLA/BNDE, Distribucién de los recursos fiscales entre 
los niveles de gobierno (mimeographed), 1964. 


general background, that is, the immediate and other 
causes that led to the demand for decisions that were 
eventually reflected in that policy. Without dwelling on 
earlier features of development in Chile, and the un- 
stable evolution of the country’s economy, it should be 
noted that as in other Latin American countries the 
expansive effects of the Korean conflict on world markets 
made itself felt in the early fifties. The expansion of 
foreign trade®> went hand-in-hand with an increase in 
domestic economic activities**, notably a great rise in 
industrial production®’, especially in the new steel 
industry and related activities. After 1953 these trends 


35 Actual export earnings of goods and services (that is, less export 
dollars not returned to Chile by the large mining companies) rose 
by 32 per cent in 1951 and 27 per cent in 1952. The corresponding 
rises in imports were 39 and 8 per cent. (See Institute of Economics 
of the University of Chile, table 13.) La economia de Chile en el 
periodo 1950-63. 

36 The gross national product increased by 5 per cent in 1950-51 
and 7 per cent in 1952-53, according to the Corporacién de Fomento 
(CORFO, the Development Corporation), Cuentas nacionales de 
Chile, 1958-63: cifras provisionales revisadas (Santiago, 1964). 

37 Industrial production increased by 45 per cent between 1950 
and 1955; see Institute of Economic Affairs, op. cit., table 114. 
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were reversed. The contraction of trade was followed 
by a slowing down of development, a deterioration in the 
fiscal and exchange situation, and the reappearance of 
rising prices.%§ 

During the last months of 1955 inflation rose to a 
remarkable level, even by the standards of a country 
accustomed to a long-standing disequilibrium. Between 
September and December the average monthly increase 
in the cost of living was 6 per cent, and the level reached 
in December was 84 per cent above that for December 
1954.39 


It would be rash to affirm that a runaway inflation was 
about to begin, although this might well have happened 
if the publicity media had been able to operate freely 
during the potentially explosive period at the end of the 
year when the question of wage increases for government 
employees and for the private sector was to come up. 


This atmosphere led to pressure for anti-inflationary 
action. The basis for this action was a political agree- 
ment between the government authorities and the leaders 
of the parties most closely connected with private enter- 
prise, both parties to the agreement being equally 
alarmed, for different reasons, at the way the situation 
was developing. Another main reason for this agreement 
was the recruitment of the Klein-Saks mission, which 
was asked to draw up a programme in line with the 
political agreement, that would serve both to cement that 
agreement and to establish a public image favourable for 
the experiment. 


In contrast with the situation in earlier periods, and 
in other Latin American countries, any concern with 
development was overshadowed by the desire to halt 
inflation. The development-centred attitude, which had 
led to industrial expansion and the introduction of new 
industries in 1950-52, faded rapidly in the presence of 
problems of monetary instability. There seemed to be no 
possibility of solving those problems by firm action aimed 
at diversifying and encouraging productive activities, 
either because of the overwhelming burden of the 
financial dislocations, or because of material obstacles 
to a more dynamic performance by the productive 
structure. 


(b) Freedom of action of the proposed policy 

Before analysing the general lines and content of the 
policy adopted, it may be useful to review the factors 
that determined its freedom of action and its viability, 
dealing first with those that can be considered as favour- 
able, above all the social situation, which was distin- 
guished by features that we reboth striking and anomalous. 
A superficial study of the situation in 1954-55 would 
have revealed a sharpening of social tensions, which 


88 Although export earnings were 21 per cent lower in 1953 than 
in 1952, the corresponding decrease in the value of imports was only 
7 per cent. The gross national product rose by only 1.6 per cent in 
1954. The Government’s income on current account fell by 3 per 
cent in 1953, but expenditure rose by 2.4 per cent (compared with a 
rise of 24 per cent in 1952 and an increase on current account of 
only 14 per cent). Consumer prices, which in 1952 had risen 22 
per cent above the average for 1951, rose by 26 per cent in 1953 and 
56 per cent in 1954. Import prices, despite hidden subsidies for 
essential items, rose by 24 per cent in 1953 and 40 per cent in 1954. 
See Institute of Economics, op. cit. 


39 Institute of Economics, op. cit., table 31. 


were, moreover, an immediate source of the disquiet ii 
leading circles. However, as emerged very clearly befor 
long, these social murmuring concealed an attitude o 
discontent and impatience with the continuing an 
rapidly ascending price-wage spiral. The people hac 
lost faith in the system of increases, and this loss wa 
undoubtedly more complete in the largest wage-earnin; 
sectors, which had no bargaining power. Moreoye 
there is objective, though indirect, evidence that th 
pursuit of rising prices did not prevent a deterioratio1 
in the income of wage-earners, despite the increasingh 
steep annual wage hikes. In fact the minimum wage fo 
salaried employees in the private sector, which roughh 
reflected the circumstances of a group with more co 
herence and legal support than the mass of wage-earners 
actually decreased in real terms in 1955, after havin 
remained at the same level during the three previou 
years, despite the increase in per capita national incom: 
during that period.4° These circumstances, despite th 
appearance of social tensions, provided a favourabl 
atmosphere for the policy that was to be applied, an 
secured for it a degree of support or acceptance that th 
politicians could hardly have expected on the eve of thi 
attempt. 


The second favourable circumstance for the intro 
duction of the stabilization programme was the behayiou 
of the external sector. Trade conditions were relativel 
propitious in 1955 and 1956, mainly because of thi 
improvement in copper sales. Export earnings rose fron 
361 million dollars in 1954 to 441 million in 1955 an 
433 million in 1956, while the corresponding rises i 
imports were from 400 million dollars to 445 milliot 
and 440 million.* 


With respect to the factors that limited the new policy’ 
freedom of action in attaining its objectives, and conse 
quently affected its viability, the most important was th 
unsteady political basis on which the programme wa 
founded. This weakness is clearly illustrated by the fac 
that the reduction in the percentage of the wage an 
salary increase in January 1956 was approved in th 
Congress by a majority of only one. The coalitiot 
supporting the new policy was barely held together by it 
alarm at the accelerating inflation. During the course o 
the programme this temporary union of forces wa 
gradually weakened to the vanishing point, partl 
through the effects of the programme, partly through th 
vacillations of the administration, and also to some exten 
by the approach of the presidential election in 1958. 


As will be shown later, the picture was also affected b' 
the composition of the political association that supportec 
the programme. Although certain measures, such a 
those relating to wages, were in line with the views of th 
supporters of the programme, others, such as the decision 
in the fiscal and monetary fields, aroused substantia 
resistance, which finally defeated the aims in view. 


Another limiting factor was the change from a surplu 
to a deficit in the external sector, an example of th 
traditional instability of that sector. The trade recover’ 
in 1955-56 was followed by a moderate contraction i 


40 Average per capita income increased by over 20 per cen 
between 1950 and 1954; see Institute of Economics, op.cit., table 54 


41 Institute of Economics, op. cit., tables 35 and 39. 


* 
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fe. earnings in 1957-58.42 There was, as usual, a 


ime-lag before a corresponding decline took place in 
ports,** which consequently represented a burden on 
the balance of payments. 


_ More general and basic conditions also had a limiting 
ffect on the action taken. Although these factors will be 
studied in more detail below, it may be useful to indicate 
it this point that the policy chosen was founded, implicitly 
‘ather than explicitly, on very optimistic assumptions as 
‘0 the flexibility with which the productive and financial 
system was capable of reacting to the deflationary meas- 
ires taken, and how far it could establish a stable situation 
with some dynamic elements within the framework of a 
lew pattern of allocation of resources and monetary 
elationships. In practice, although it proved possible 
0 change the existing picture, the hopes as to what might 
ollow did not materialize. This was no doubt partly 
jue to gaps or reversals in the policy applied, but also 
ipparently to the intrinsic difficulties of modifying the 
tructure and functioning of an economy marked by so 
many characteristic features of under-development. 


(c) Components of the stabilization policy 


Before analysing the components of the stabilization 
olicy it may be useful to refer briefly to the concepts 
mderlying this aim. As a starting point the policy 
sxcluded any question of drastic action on the lines 
ollowed in certain cases of severe inflation, where the 
main feature was a sudden restriction of the system’s 
iquidity by means of monetary reforms and other meas- 
ires. Although no detailed reasoning was produced in 
lefence of this decision, it appears to have been con- 
idered as not politically practicable; in addition there 
vere doubts as to whether there was actually such a 
hing as a state of “‘super-liquidity”’ that would permit 
his approach. Consequently the Government preferred 
1 strategy aimed at a gradual deflation, based on pro- 
ressive moderation of the pressures that in the final 
alysis had led to monetary expansion. Hence the 
ntermediate objectives were established for the purpose 
yf imposing a brake on the main causes of the demand for 
ncreased means of payment: (a) those originating in the 
yublic sector through the deficit between expenditure 
ind income, and (d) those resulting from the wage and 
alary increases and the creation of circulating currency 
or the private sector. Through the control of these 
nflationary factors it was hoped to reduce excessive 
lemand to proportions that would permit a levelling off 
yf prices in the near future. The aim was to reduce the 
ate of inflation by half in 1956 and again in 1957, and 
0 achieve virtual stabilization in 1958 and 1959.* 


Although directives relating to inflation provided the 
ramework for the policy applied, there was another 
econdary aim in introducing these measures, which was 
onsidered as a necessary complement of the overriding 
im of stabilization; namely, that of liberalizing the 


42 Tn relation to the preceding year export earnings fell by 10 per 
ent in 1957 and 8 per cent in 1958. Institute of Economics, op. cit., 
able 35. 


43 After a 15 per cent rise in 1957, compared with the previous 
ear, imports dropped by 8 per cent in 1958. Institute of Economics, 
p. cit., table 39. 

44 David Felix, “Structural imbalance, social conflict and inflation. 
\ppraisal of Chile’s recent anti-inflationary effort’, Economic 
evelopment and Cultural Change, January 1960. 


operation of the system in the sense of reducing and 
modifying the system of controls, especially in relation 
to price fixing and foreign trade. Apart from the in- 
trinsic and doctrinaire significance of this secondary aim, 
which no doubt had a favourable effect on the public 
image of the Government’s programme, it was based on 
the belief that the productive and financial system would 
adapt itself more easily and efficiently to the extent that 
more rein was given to the market forces. 


(d) The instruments used 


Of the instruments used to achieve the aims directly 
relating to deflation the keystone was obviously the 
abolition of the system of annual wage and salary in- 
creases proportionate to the rise in the cost of living. 
It was hoped thereby to relax the over-all pressure on 
the supply of goods and, above all, to reduce the pressure 
on public expenditure and on private enterprises which 
in both cases, to a greater or lesser degree, was trans- 
ferred to the monetary system. 


In accordance with the legislation adopted in January 
1956 the pay increases were restricted appreciably in 
relation to the rise in the consumer price index between 
December 1955 and December 1956. Instead of granting 
an increase of nearly 84 per cent in the minimum (which 
was regarded as the measuring rod of the pay claims), 
the Government decreed an increase of only 46.5 per cent. 


This disassociation between the movement of prices 
and that of the income of wage-earners could not be 
maintained in the two following years. In 1957 the 
increase was 80 per cent of the price increase, and in 
1958 it was 100 per cent. The divorce between the two 
increases had the effect of considerably reducing wages 
and salaries. In real terms (1950 pesos) the minimum 
wage fell by 15 per cent, and the pay of government 
employees by 41 per cent, between 1955 and 1958; apart 
from any other effect, this development naturally had a 
restrictive effect on effective demand.” 


The balancing of the national accounts was another 
principal aim of the policy adopted, and for this purpose 
a number of measures were taken to reduce expenditure 
and raise income. From the standpoint of public ex- 
penditure all that could be achieved was to keep down 
the pay levels, as explained above. Transfer payments, 
which were regarded as an important potential source 
of the reduction of public expenditure, remained during 
1956 at the same real level as in 1955, but in 1957 and 1958 
they increased sharply.*° The same occurred with capital 
outlays.47 In both cases there was a conflict of aims. 
Although the attempt to balance the budget was a major 
policy issue, it was equally true that on the other hand 
the reduction of subsidies was a threat to price stability, 
and that a reduction of government investment would 
have aggravated repercussions of the new policy on 
economic activity. In this dilemma the immediate con- 
sequences carried more weight than the general doctri- 
naire aim of balancing the budget. 


45 Institute of Economics, op. cit., pp. 71-72. 

46 They amounted to 9.2 million escudos in 1955 and 9.3 million 
in 1956 (at 1950 prices), and rose to 13.9 million in 1957 and 14.8 
million in 1958. Institute of Economics, op. cit., table 170. 

47 These, too, remained at more or less the same level in 1955-56, 
and then rose from 9.3 million in 1956 to 13.9 million in 1957 and 
14.8 million in 1958. Institute of Economics, op. cit., table 170. 
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The use of instruments to improve revenue collection 
also failed to effect any significant change. Although 
measures were proposed that involved taxing the top 
income groups, and stricter administrative control, the 
necessary legislative backing was not obtained, since the 
political opponents of the programme were joined by 
others who supported it, but not the measures that 
affected them. Consequently government current revenue 
did no more than maintain the real level attained in 1955, 
mainly due to the increase in income from the external 
sector and to increases in the sales tax.*® 


This evolution of the national accounts resulted in the 
failure of the measures taken to reduce the government 
deficit, expressed in terms of the government debt. The 
balance of expenditure not covered by current income, 
expressed as a percentage of total expenditure, fell in 
1956 from its former level of 12.8 to 10.9, but then rose 
sharply to 15.2 in 1957 and 17.3 in 1958.49 


However, these figures conceal a fact that came to 
constitute one of the key points of the anti-inflationary 
machinery of the period, namely, the transformation of 
the methods of financing the government deficit. Where- 
as in earlier years the bulk of the funds for this purpose 
were provided by a direct issue for this purpose made by 
the Central Bank in national currency, from 1956 these 
contributions were provided by foreign loans, reduction 
of reserves and obligations in foreign currency, which 
entailed the sale of foreign currency to importers and an 
increase in the flow of goods and services from abroad.*° 


As one study states,*+ in that period the policy on debt 
financing was aimed more at restoring the balance of 
payments than at financing the government deficit in 
national currency, although the two aims were clearly 
related. This point is worth stressing because of the 
contrast with earlier years. 


To control the monetary system use was made of 
instruments that are clearly described in the report of 
the Klein—Saks mission :*? 


“The plans as a whole had as their basic purpose the 
reduction of the expansion of credit and the money 
supply, thus forcing a substantial reduction in the rate 
of price increases in line with the reduced rate of cost 
increases brought about by the limited 1956 wage re- 
adjustments, which would in turn better preserve the 
value of these limited adjustments in terms of their 
purchasing power. In addition, the plans were designed 
to strike a decisive blow at the speculative abuses of 
credit and the psychological atmosphere conductive 
to excessive price increases that had characterized the 


48 Institute of Economics, op. cit., table 177 and p. 66. 
49 Institute of Economics, op. cit., p. 66. 


5° See A. Hirschman, “Journey towards progress’, Twentieth 
Century Fund, 1963. The author estimated that financial assistance 
from the International Monetary Fund and from United States 
official and private agencies amounted to 75 million dollars. Inter- 
national assets were reduced by 69 million dollars in 1957 and 29 
million in 1958 (see Institute of Economics, op. cit., p. 73). Conse- 
quently, whereas in 1953-55 an average of 48.3 per cent of capital 
receipts represented a direct issue by the Central Bank in national 
currency, in 1956-58 only 12 per cent of the government debt was 
financed by this means (in 1956 only 6.5 per cent) (see Institute of 
Economics, op. cit., p. 67). 

51 Institute of Economics, op. cit., p. 175. 


52 Klein-Saks Mission’s report, The Chilean Stabilization Program 
and the Work of the Klein & Saks Mission (mimeographed). 


year 1955 and, at the same time, to prepare the grouné 
for a far-reaching reform of the exchange system. _ 


“‘The specific measures suggested were based on the 
existing system of regionally-differentiated monthy 
credit expansion quotas, but considerable reductions 
in the permitted rate of expansion in comparison with 
the preceding semester were proposed each time. In 
addition, the Mission supported suggestions aiming 
at a substantial increase in the Central Bank’s redis- 
count rates; the introduction of a graduated redis- 
count scale that would penalize banks making excessive 
use of rediscounts in relation to their own capital and 
reserves; limiting the establishment of new banks: 
reducing the Central Bank’s own loans to the public: 
and strengthening the existing selective credit con- 
trols.” 


Without under-estimating the effect of these measures 
—which, moreover, were not always obeyed or applied 
in the form or with the strictness expected®*—1t can be 
assumed that the control of monetary flows was achieved 
more through other instruments, relating to the field of 
foreign trade. In fact the operations based on foreigt 
loans and reductions of reserves, in conjunction with the 
introduction of the system of prior deposits on imports. 
were the main absorption factors in the general currency 
picture, and consequently the main means for the restric. 
tion of the growth rate of the means of payment (apart 
from the reduction of other pressures that originated ir 
the government sector and in the field of wages).** 


In brief—and it is important to note this difference in 
comparison with the scope and effectiveness of the 
typical monetary instruments used in the developed 
countries—the monetary instruments used in Chile played 
a subsidiary role even in their own field of action, where 
a greater influence was exerted by decisions and factor: 
relating to other areas more vital to the course of events 
and the development of economic policy. 


The foregoing references make it possible to identify 
and evaluate accurately the measures used in the fielc 
of foreign trade. It is clear that their effect was felt fai 
beyond the areas of foreign trade and the balance o! 
payments, and they were in fact key elements in the fiscal 
and monetary operations undertaken and in general ir 
the process of stabilization. However, the measures 
taken in this area were mainly directed to more specific 
aims, especially the replacing of the system of multiple 
exchange rates and import licences, which had become 
very difficult to operate. For this purpose the average 
rate of exchange was lowered, and the exchange rates 
were reduced to two, one for trade in goods and the 
other for capital transactions and tourism;°*° in additior 
the system of detailed administrative permits was re- 
placed by the system of prior import deposits, which were 


53 The average bank rate of interest, for example, could only be 
raised from 13.9 per cent in 1956 to 15.7 per cent in 1958, which wa: 
hardly sufficient to have any disincentive effect on the demand fo! 
credit, in view of the continued price rises at much higher rates o 
increase (see Institute of Economics, op. cit., p. 70). 

54 Whereas in 1955 the means of payment increased by 64.7 pe 
cent, the annual percentage increase fell from 43.3 in 1956 to 28.7 i1 
1957 and 32.1 in 1958 (see Institute of Economics, op. cit., p. 68). 

55> This devaluation reduced the average exchange rate to < 
theoretical parity. In 1955 the average rate represented only 45 pe 
cent of parity, but this percentage rose to 56 in 1956, 80 in 1957 an¢ 
84 in 1958 (see Institute of Economics, op. cit., table 42). 


sraduated according to the priority given to the groups 
a goods concerned and the availability of foreign ex- 
change. 

_ These measures, in conjunction with the increase in 
oreign loans and the relative and temporary rise in 
sxports, made possible both an increase in imports and 
1 freer and more simple operation of the import system. 
Although as the new programme developed imports 
ended to exceed the capacity to pay for them—as 
ndicated by the reduction of reserves in 1957-58 already 
‘eferred to—there was no such gap as that which was to 
ead in 1961 to the failure of another major effort to 
achieve stabilization. 


In addition, it should be noted that the authors of the 
lew policy assumed that the changes in the foreign trade 
system would have other significant general effects in so 
ar as they facilitated both foreign supplies and competi- 
ion from abroad. It was hoped that the first, quite apart 
rom its obvious effect on total supply, would lead to real 
ncreases in the productivity of enterprises, while the 
econd would moderate the pressures exerted by domestic 
prices. 


Another item in the programme was the relaxation of 
he price controls, which went hand in hand with the 
eduction of subsidies. Here again the measures were 
10t related to the short-term problems of stabilization, 
ut were based on the assumption that a freer operation 
of the market forces would encourage a better allocation 
yf resources in the new and more balanced situation that 
was being sought. 


As a whole, the various instruments used were syn- 
hronized in pursuit of the aims in view. From this 
tandpoint the programme seems to have attained a 
legree of coherence and rationality that had not been 
ichieved in the past. 


(e) Results of the programme 

In analysing the results of the programme it is useful 
irst to consider those relating to the central aim of 
tabilization.®® From this standpoint the policy had con- 
tadictory results. On the one hand, it was obviously 
uccessful in containing the inflationary spiral which 
ippeared at the end of 1955 to be getting entirely out of 
ontrol during the circumstances attending the end-of- 
ear transitional period. This initial control was main- 
ained and strengthened in 1957. If the monthly instead 
yf the annual rate of increase in consumer prices is 
tudied, it emerges that the average monthly percentage 
ncrease fell from 5.2 in 1955 to 2.7 in 1956 and 1.4 in 
57.27 


However, it is equally obvious that this effect tended 
o weaken. Instead of the virtual stabilization in 1958 
ind 1959 aimed at, there seemed to be a sharpening of 
he price-rise trend in 1958, to judge by the monthly 
ises in the cost of living, which averaged 2.4 per cent. 
n short, instead of a continuing and progressive ap- 
roach to a condition of stability there was a temporary, 
hough marked restriction of the immediate indicators 
yf inflation, which once more became active at the end 
yf the three years for which the programme lasted. 


56 Generally speaking the measures relating to the other aim of 
beralizing the market were successful, especially in simplifying 
he foreign trade regulations. 


57 Institute of Economics, op. cit., table 31. 


VII. Tue Evo.ution or Economic Poxicy 1n Braz AND CHILE Sil) 


This rather unsatisfactory balance sheet, in terms of 
the overriding aim of stabilization, was due to two main 
causes. The first was the unsteady political and admin- 
istrative foundation on which the decisions were based; 
since this has already been referred to in relation to the 
freedom of action of the programme, comment here can 
be confined to the highlights. One of these, a question 
of the political climate, was the fact that the programme 
took place during the last years of an administration 
already weakened by various factors, and the country’s 
political forces were increasingly concerned with the 
problems of succession. Because of the great length of 
electoral campaigns in Chile, by 1957, when the spectre 
of runaway inflation had already appeared, all the 
political groups were already preoccupied with the ques- 
tion of the September 1958 election, and their actions 
were governed by the aim of furthering their prospects 
in the election. 


The second cause of the programme’s lack of success 
was closely linked with the first, and relates to another 
substantive aspect of the stabilization policy, namely its 
direct effect on the level of economic activity and of 
employment. Unfavourable effects in that field were an 
important cause of the loss of political support for the 
programme and the discouragement of those who were 
responsible for carrying it out. 

By the side of these two major factors others that have 
been mentioned in relation to the programme, and which 
in most cases arise out of the first two, fade into insig- 
nificance. The vacillations or reversals in the fiscal and 
monetary measures, for example, can only be understood 
in the context of the above two factors. Again, neither 
the slight deterioration in external trade nor structural 
circumstances seem to have had any significant effect 
during the brief period in which the programme was 
applied, although this observation does not imply any 
under-estimation of the importance of these two items 
in any long-term analysis, or in appreciating the back- 
ground of the inflationary pressures.*® 


(f) Stability and development 

There now follows a consideration of the problem of 
the relationship between the stabilization policy applied 
and its economic and social effects. Although develop- 
ment was not one of the main aims of the programme 
carried out in 1956-58, it was not assumed that the 
pursuit of financial stability should be at the expense of 
the pace of economic activity or the population’s standard 
of living. On the contrary, it was held that the containing 
of the price rises and the restoration of more healthy 
economic conditions would open the way for improved 
conditions in all areas. 

Consequently it can be stated that the unfavourable 
effects were an undesired and unintentional by-product 
of the policy adopted. However, the interesting point 
is whether such effects were a necessary result of the 
policy followed or of the forms or methods used in 
applying it. 

In studying this aspect it is essential to effect a rough 
quantification of the scale of these effects and to evaluate 


58 In this connexion it should be noted that agricultural production 
increased at a relatively satisfactory rate (3.4 per cent a year) during 
1955-59, although the terms of trade for the sector deteriorated, 
probably because of the increased growth rate in conjunction with 
the restriction of total demand. 
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their relation with the former trends in the economy. 
Recent national accounts estimates for Chile,°® throw 
some light on this point. They indicate that in the years 
concerned the annual changes in the gross national pro- 
duct were as follows: 


LOSI 2 conc see 4s) IRBs oo a 0 Xi) 
ORY | Rs 5 Bi 1956 ecw) eee, 029 
CEES 6 bo EY 1957); = seeps see ae 
IVER Sore eee aime, ye LRGs 195800 Meer kee 


If these figures are confirmed, they reveal two signifi- 
cant facts; firstly, the period covered by the stabilization 
programme began when there was already a sharp decline 
in the pace of development; and, secondly, apart from 
1956 the trend seems to have been slightly moderated, 
rather than increased. 


The first point is widely recognized and has been dealt 
with in a number of studies. Nevertheless its importance 
needs stressing in the light of anti-inflationary pro- 
grammes already undertaken or about to be undertaken. 
It is clear that the most favourable climate for attempting 
this type of policy would be that of an economic develop- 
ment in full swing, with an expansion of demand for all 
available resources, and some margin in the external 
sector. The possibility of controlling developments may 
be reduced if, on the contrary, the system has already lost 
momentum, and this might affect not only the specific 
aims of the programme, but also other economic aims, 
such as those relating to productive activity and employ- 
ment, 


The second fact revealed by the above figures, the 
moderation of the declining trend, is more controversial, 
and does not represent the general view on the restrictive 
effects of the programme. Although the growth rate 
given for 1957 (a year when exports fell, according to 
official statistics,°° there were very slight increases in 
agricultural and industrial production, and employment 
was relatively high) is subject to further revision, there 
was no depressive spiral, but the system began, once it 
had absorbed the initial shock in 1956, to return to the 
growth rates of the immediately preceding years 
(1954-55), although not to the historic rate of 3.8 per cent 
it attained between 1940-62." In other words, although 
it is obvious that the policy had no favourable effect on 
the factors that led to the slower pace of development 
after 1953, it did not, despite the halting of uncontrolled 
inflation, have any negative effect on those factors. 


The point is made clearer by turning from a general 
to a more detailed analysis of the measures applied. 
Although in theory policies based on the containment 
of total demand are by definition more or less non- 
discriminatory, experience in Chile during this period 
shows the fallacy of the theory as regards the hetero- 
geneous economy of an under-developed country. In 
fact the decisions taken had a specially strong impact on 


y CORFO, Cuentas Nacionales, 1958-63: Cifras provisionales 
revisadas (Santiago, 1964), table 6C. 


6° Institute of Economics, op. cit., tables 68, 78, 115 and 212. 


* If the population growth between 1940 and 1962 is taken into 
account the annual increase in the gross national product was of the 
order of 1.6 per cent, whereas between 1954 and 1959 (except for 
1957), there was a negative rate every year (CORFO, Cuentas 
Nacionales de Chile, 1940-62, Santiago, 1963, table 11). 


particular sectors, especially those linked with constru 
tion and with certain basic consumer goods industries, 


These effects had the further result of reducing the re 
income of the working population, and increasing reg 
istered unemployment, mainly among the man 
workers, which reached its peak in 1958, when 9.5 
cent of the labour force of Greater Santiago was un 
employed.®* These social effects, in turn, were no 
homogeneous; they were more severe among the groups 
in the urban area that had no bargaining power (such a 
the building workers), and this, in conjunction with the 
restriction of employment opportunities, may partly 
explain the relatively passive attitude of the salaried 
workers to these social effects.® 


Just as from the social standpoint there appears to haye 
been an unequal distribution of the burden of sacrifice, 
the economic effects of a strategy of over-all restriction 
were uneven. On the assumption that the starting point 
was excessive demand, it is clear that the amount of 
surplus demand was not the same for all components 
of supply. That is, within a general situation of excess 
demand it may well happen that for individual items, 
either effective demand and the capacity to supply it 
(at real stable prices) are balanced, or there may even be 
an excess of supply over demand. Consequently the 
restrictive effects of the stabilization policy appear to 
have weighed more heavily on certain productive areas, 
such as construction and certain wage-goods industries, 
where in fact there was sufficient elasticity to permit an 
expansion of activities, or where complaints had already 
been made that a lack of demand was preventing the 
full use of the industry’s productive potential. 


On the other hand, there are grounds for belief that 
the action taken to limit total expenditure did not 
succeed in limiting the demand for goods and services 
from abroad, whereas this might have been achieved 
through a more flexible exchange policy and a relatively 
firm handling of the prior import deposits, thus avoiding 
an external crisis of the kind that was to take place 
subsequently at the end of 1961. | 


After this review of the economic and social effects of 
the stabilization policy, the question again arises of how 
far the course of events was necessary or inevitable. 
From a general standpoint it could be held that such 
effects necessarily flowed from the stabilization model 
adopted, that is, an indiscriminate restriction of total 
demand precluded any selective treatment of specific 
situations in any given activity or social group. However, 
there is no need to stress the conflict between complete 
non-discrimination and selective treatment, since some 
compromise between the two extremes is conceivable. 


The key factor in the restrictive effect of the policy was 
the decline in private building, which in turn was respon- 
sible for much of the laying-off and other difficulties that 


62 Projected construction fell by nearly 35 per cent compared with 
the average for 1950-55, whereas the actual budgets for 1956-58 
represented only 54 per cent of the average level for the earliet 
period. In 1958 the food and textile industries had a per capite 
output index of 87.5 and 81.7, respectively, compared with the basé 
year of 1953 (see Institute of Economics, op. cit., p. 131 and table 
116). 

63 Institute of Economics, op. cit., table 69. 

64 The main social disturbance during this period took place it 
Santiago in April 1957, and was typical of an uprising of what is 
termed the urban marginal population groups. 
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rose in the ancillary industries and services.*° This 
ecline had its origin in the exclusion of building activ- 
ies from the system of bank credits, and could have been 
ied by a corresponding expansion of public invest- 
ent in construction, but such a course of action (which 
_ fact was never contemplated) was ruled out by the 
crease in the government deficit during the acute stage 
*the inflation, and also by the weakness and the political 
anings of the forces that supported the programme. In 
‘lef, this course of action was a strictly academic pos- 
bility. For it to have been a practical proposition in the 
rcumstances (and within the framework of such a 
sneral economic model) there would have to have been 
ore external support, which is in fact what was secured 
wr this purpose during the second stage of the stabiliza- 
on programme, after 1959. 


The possibility that the social impact might have been 

ioderated appears even more theoretical, not only 
scause of the nature of the policy itself, but also because 
the end of 1955 the rate of inflation already reached, 
id the inflationary outlook, made it practically impos- 
ble to combine any deflationary action with wage 
creases that could have maintained the level of real 
come. Increases of the order of 80 or 100 per cent in 
ages and salaries, all granted, moreover, at about the 
me time for the main groups, could not fail to dislocate 
€ system’s monetary relations and lead to further sharp 
‘ice increases. This may appear a pessimistic assump- 
on, but it is based on the undoubted fact that as the 
te of inflation increases, less and less room for man- 
suvre is left to economic policy, which must face ever 
ore stringent and painful choices. 


In summing up the results of this first integrated pro- 
amme with a single central aim—stabilization—it can 
> concluded that it succeeded in halting the progressive 
iral of price rises, without fully controlling it, with the 
sult that in 1958 the inflationary pressures made them- 
Ives felt again. Furthermore, the social and economic 
st of the programme, although it was not overwhelm- 
g, was very high, in its total impact, for the most 
fenceless sectors of the urban labour force, and for 
ttain production activities, especially those linked with 
mstruction and manufactured goods for mass consump- 
mn; this high cost helped to keep down the pace of 
velopment during this period. 


THE DIVERSIFICATION OF ECONOMIC POLICY FROM 1959 
ONWARDS 


(a) Nature and purpose of the new policy 


The new administration which took office at the end of 
158 opened up a second phase of economic policy in the 
ties. In some important ways action proceeded along 
e lines laid down in the previous period: stability was 
Il the central aim, and similar fairly well co-ordinated 
struments were used to attain it. 


But there were also some substantive differences with 
spect to the former campaign. On the one hand, in 
dition to this central aim and the supplementary one— 


®> Tt should be noted that only the steel industry was able to offset 
> drop in domestic demand by increasing the proportion of output 
ported. Between 1955 and 1957 this proportion, for the Compania 
Acero del Pacifico, rose from less than 20 per cent to 46 per cent 
e Institute of Economics, op. cit., table 227). 


liberalization—another clearly-defined objective emerged 
which was emphatically to revive the productive system. 
Thus a three-front policy took shape, which was intended 
to be not merely a set of separate parts, but an integrated 
whole. This new definition of aims logically entailed a 
different set of instruments, new methods being added to 
those already tried, while their relative importance and 
weight also changed. These characteristics, which estab- 
lished a new model of economic policy, made the years 
from 1958 onwards particularly interesting ones in which 
to analyse Latin America’s experience. 


Although a single line of action was followed per- 
sistently throughout the period 1959-63—another 
noteworthy fact—for purposes of analysis it is useful to 
distinguish two different stages: the first went on until 
the end of 1961 and ended in the last quarter of 1962, 
and the second covered the subsequent period. Apart 
from methodological reasons and the varying supply of 
official information on these two stages, another factor 
in favour of separating them is that the first phase is the 
most perfect expression of the stabilization and develop- 
ment model put to the test. During the final span, on 
the other hand, after the critical balance-of-payments 
situation at the end of 1961 which led to the devaluation 
of October 1962, economic policy lost its assurance and 
impetus; it became defensive in character, the prime 
concern being to curb inflationary pressures, although 
this did not mean a lessening of the concern for develop- 
ment. 


Hence, special attention will be devoted to the years 
1959-62, which, in any case, being the earlier period, can 
be studied in better perspective. 


(b) Factors underlying the new pattern of action 


In line with the procedure adopted for analysing the 
previous period, the question might be asked: what are 
the factors that led to the redefinition of economic policy 
aims and instruments? To begin with, it should be noted 
that although the administration which dictated this 
change was not aligned with or committed electorally to 
a development-orientated policy, nevertheless its chief 
spokesman had been mildly critical of the unilateral 
approach of the earlier policy,®* while, in his position as 
prominent leader of the entrepreneurial sector, support- 
ing the need to revive the economy and to raise the level 
of employment. This attitude, which was not always 
clearly expressed, found manifest support among the 
low-income sectors, which associated the presidential 
candidate’s image with job opportunities and industrial 
ventures. 

In the world at large, and in particular the inter- 
American sphere, modern ideas on this subject were 
taking shape and received official recognition in the goals 
of the Alliance for Progress and the Charter of Punta del 
Este. Since all negotiations for external credit and aid 
were largely guided by those precepts—a matter of vital 


86 Tn 1955 the future President, Jorge Alessandri, in his capacity as 
Chairman of the Confederation of Production and Trade (Con- 
federacién de la Produccién y del Comercio) wrote that “‘it is naive 
to think that the problem of inflation in Chile could be solved 
essentially through credit measures, without an attack on its 
fundamental causes, unless one wishes to bring about in this fashion 
... the paralysis of many activities and to generate a large volume of 
unemployment which would put a violent end to wage and salary 
readjustments” (A. Hirschman, op. cit., p. 214). 
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importance for the policy to be pursued—the concern 
for development and the means of promoting it assumed 
outstanding importance. 

Allied to those factors, there emerged a demand for 
decisions to solve the social problems which had stemmed 
from the stabilization policy followed in the previous 
three-year period. While this did not take the form of 
violent mass movements, it had evident repercussions 
in political circles and on community organizations, 
necessitating that answers be given and action taken to 
mitigate those problems. 


(c) The general framework conditioning the new policy 

The general conditions under which the new campaign 
was conducted were more favourable, on the whole, than 
those prevailing in the preceding period. In the first 
place, a new government was taking over and not an 
administration worn down by three years in office, as 
was the case when the Klein-Saks programme was 
launched. Added to this was the President’s prestige and 
popularity, and the setting up of an executive team com- 
posed in the main of businessmen linked to the entre- 
preneurial and financial sectors who inspired trust not 
only in those circles, but also among the politically un- 
affiliated public because of their efficiency and their non- 
reliance on the traditional political moulds. These fac- 
tors also contributed greatly to improving the Govern- 
ment’s image abroad and, consequently, the external 
backing for its action. 


Although at first the régime had a narrow political- 
parliamentary base®’ and was able to maintain its own 
image only until mid-1960, this margin increased deci- 
sively with the subsequent incorporation of other forces, 
which gave the Government a sweeping majority in 
Congress. Despite the fact that this was an uneasy 
alliance, fraught with tension and disagreement, which 
was to break up by 1963 in view of the approaching 1964 
presidential election, relatively speaking it did provide a 
platform of support, especially between 1960 and 1962, 
which few other Chilean administrations had enjoyed. 


Moreover, the policy embarked upon had some highly 
useful theoretical assets which partly made up for the 
lack of prior, well-defined action programmes. These 
included the ten-year development plan which the Plan- 
ning Department of the Development Corporation 
(Corporacién de Fomento) had begun to draw up at the 
end of the previous Government’s term of office and 
which had seemed fated to remain no more than a 
valuable technical and theoretical exercise. This plan, 
duly brought up to date, served from 1960 onwards not 
only as a general guide for adopting decisions on public 
sector investment, but also in the eyes of the various 
external financing agencies, as evidence of the State’s 
intentions and efforts to follow the course mapped out at 
Punta del Este. 


Likewise, the new administration found a wealth of 
studies and projects related to the housing problem, now 
aggravated by the critical situation with regard to build- 
ing, which no doubt gave impetus to such research. This 
body of ideas was decisively and efficiently turned to 
account, in the shape of administrative adjustments and 


67 The President was elected with less than one-third of the total 
vote and at first could count on the frank support of only the Liberal 
and Conservative Parties. 
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new projects which, besides altering the specific situatio 
in that sector, played a cardinal role in economi 
strategy. 

These two examples show how the economic police: 
adopted at a given moment depends in some degree o1 
previous developments. If those circumstances had no 
existed already, at least a longer period would have beei 
needed to create them. It might well be, too, that th 
very fact of their existence facilitates or enhances thi 
possibility of adopting decisions, provided, of course 
that they do not conflict with the structural characteris 
tics—whether economic, social or political—of the gen 
eral conditions prevailing at the time. 


(d) Economic conditions 

The economic climate in which the policy was imple 
mented was also generally favourable, in spite of th 
fact that the basic or traditional problems inherent i 
the system still persisted. 

In the first place, although the rate of inflation quick 
ened in 1958, it was modest by Chile’s standards and n 
clearly discernible forces were causing it to gathe 
momentum. Nor were the indicators of productiy 
activity particularly disquieting, although the employ 
ment situation had deteriorated in 1958. In the absence 
of a depressive spiral it might well be maintained tha 
the under-utilization of human and material resource 
in certain areas constituted a potential basis for attempt 
ing a more expansionist line of action. 

The external factors, in turn, were highly favourabl 
throughout the period. The best way to analyse them 1 
to separate those relating to exports—which can b 
regarded as relatively independent of economic polic 
since, in essence, they are contingent upon externé 
demand—from those relating to imports, which are mor 
sensitive to economic policy trends because, for instance 
of their repercussions on external credit (see table 305). 


Table 305. Chile: Exports and imports of goods and service: 
1959-64 


(Millions of dollars) 


Year Exports Imports 
1959 ; : . . 3 , 457.8 426.2 
1960 : 5 Ss 5 : 3 464.2 553.0 
1961 4 ; : : 4 : 447.2 614.4 
1962 , 5 : : : ; 488.8 549.2 
19632 . ; ‘ : : 498.5 540.0 
19642 . 5 9 5 ? 525.0 560.0 


Source: Exposicién sobre el estado de la hacienda publica, Novembe 
1964, p. 82, table 17. 


4 Provisional figures. 


One point which emerges clearly is the favourable, anc 
above all, relatively stable course followed by sale 
abroad, unparalleled in any other similar period durin 
the decades following the Depression. 

The even more vigorous increase in imports was du 
partly to the external credit granted and, therefore, rathe 
than being a given factor outside the scope of economi 
policy, it can be regarded as a by-product thereof. How 
ever, what needs to be stressed here is the basis of ree 
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upport which that flow of foreign goods represented for 
the experiment, quite apart from the problems entailed 
by the disequilibrium in the accounts, which will have 
o be examined later. 

Naturally, their policy was also influenced by some 
negative factors. These include the effect of the 1960 
earthquake, which reduced the domestic production of 
goods and entailed an increase in public expenditure. 
However, it did not seriously jeopardize the stabilization 
effort as shown by the reduction in the rate of price 
increases with respect to the previous year (11.6 per cent 
as against 38.6 per cent in 1959). 


(e) The tactics applied 


The factors described above are the ones which seem 
to have chiefly determined the evolution of economic 
policy after 1958. None the less, it might be useful to 
draw attention to a further point, namely, the tactics 
employed, since obviously the greater or lesser skill 
applied can either increase, reduce or eliminate the 
potential freedom of action determined by such factors. 

In this respect, either deliberately or merely through the 
weight of other circumstances, economic policy experi- 
ence in that period did not begin, as it would normally, 
with the end of year curve, when some attempt had to 
be made to reduce the rate of salary and wage readjust- 
ments. Decisions in this connexion always met with 
resistance on the part of those affected, and spread to the 
whole programme. 

The new administration, deviating from routine prac- 
tice, started its stabilization effort after the impact of the 
adjustments—effected at the beginning of 1959 in pro- 
portion to the rise in price levels—had weakened, and a 
few months were left before the next year-end adjust- 
ment during which to apply the set of instruments aimed 
at containing the inflationary pressures. 


(f) Components of the new economic policy model 


A study of the components of the economic policy 
defined by the new administration does not call for a 
repetition of what was said earlier about its final objec- 
tives: stabilization, revival of development and liberaliza- 
tion. However, a brief review is necessary of the aims 
established as intermediate instruments for achieving 
those over-all targets. 

As regards stabilization, the guiding principle was still 
to prevent over-all demand from growing and to do so 
by controlling the sources of pressure on the monetary 
system. Moreover, the additional purpose of reinforcing 
those efforts on the supply side by increasing the flow of 
imports was brought into sharper focus. While admit- 
tedly, as has been seen, this factor was also present during 
the previous phase, it now carried considerably more 
weight and became the basic element of this phase of 
economic policy. 

Some major intermediate objectives were formulated 
in order to speed up development. As a first step in the 
=xperiment, marked emphasis was laid on the expansion 
of exports and on the possibility of obtaining substantial 
foreign capital; but the accent soon shifted specifically 
to an increase in public and private investment, which 
would have to be based on a larger flow of imports of 
capital goods and inputs, capable of raising productivity 
and the tempo of economic activities. 


On the other policy front, liberalization was pursued 
most actively in the key sectors of foreign trade, prices 
and wages. Here again the decisive role allocated to the 
expansion of imports stands out clearly as a requisite 
not only for slackening or abolishing controls on external 
transactions, but also for regulating domestic price and 
personal income trends. 


This set of guiding principles which shaped the strategy 
to be pursued for the attainment of the general ends was 
unquestionably cohesive in principle. Inasmuch as the 
stability objectives were reinforced by concern for supply, 
a visible link was established with the intention of reviy- 
ing production activity; and both targets were assumed 
to be backed by the greater flexibility or fluidity of the 
system which should stem from the intention to liberalize. 


It would be both difficult and wearisome to analyse 
separately the expedients used in relation to each indivi- 
dual aim, particularly as they were often of multiple 
scope, that is, they served each and all of the objectives. 
It would be more useful, therefore, to start with a study 
of the instruments themselves, with a view to identifying 
them and determining the role they played. However, 
an exception must be made in the case of the crucial 
element of the whole policy, namely, external borrowing. 
As previously noted, the expansion of imports stands 
out as the intermediate objective of all the basic targets. 
But it was only feasible on the scale demanded by 
economic policy if recourse was had to external credit 
and aid. That is how the instrument which was to be the 
pivot of the whole model came into being. 


At the risk of repetition, stress should be laid on the 
multi-facet role of the external contribution. In the first 
place, its main influence lay in the immediate effect on the 
supply of foreign goods and services, which increased 
over and above the limit imposed by real export earn- 
ings, thereby reducing the disequilibrium in the geo- 
graphical product and expenditure account, which could 
otherwise have been balanced only through a correspond- 
ing increase in domestic prices. 


Secondly, the monetary system, by receiving foreign 
exchange and selling it to importers, accrued means of 
payment which served to finance part of the public 
sector’s expenditure and also of the private sector’s 
demand for money, thus cushioning the expansionist 
effect of such measures. 


Naturally, if a model based on those mechanisms is to 
operate smoothly, the volume of external financing must 
be considerable, as in practice it was. Table 306 shows 
how far the net trade balance bridged the gap between 
the gross geographical product and expenditure in 
1957-62 


Due account should be taken of the qualitative aspect 
of the support on the side of the foreign trade balance, 
which might be underestimated in an over-all evaluation. 
The supplementing of domestic supply is far more 
significant if it relates to the supply of goods, particularly 
specific finished goods and inputs where imports are of 
decisive importance. This support can therefore be 
regarded as a strategic factor in obtaining a sectoral, as 
well as over-all balance between supply and demand. 


The problem can also be evaluated in the light of the 
former trends followed by the volume of imports, and of 
the share of total supply constituted by foreign goods and 
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services. Table 307 shows the substantial increment in 
the contribution of imports to the gross national product 
between 1958 and 1963. 

It is common knowledge that the sharp increase in the 
contribution of foreign goods to over-all supply was offset 
by the rise in Chile’s liabilities abroad. Table 308 shows 
the trend followed over the same period. 


simultaneous efforts were made to increase tax revenue 
and alter the structure of expenditure. The first measure 
made provision for a future situation wherein the flow 
of external credit would be reduced,® and the second for 
a larger share of investment in public sector expenditure, 


Progress was made in both respects during the prin- 
cipal test period (1959-62). The tax burden was increased 


Table 306. Chile: Gross geographical product and expenditure, and net trade balance, 1957-62 
(Millions of 1961 escudos) 


1957 1958 


Gross geographical product 4,839.2 
Gross geographical expenditure 4,895.2 
Net exports or imports (—) 


4,919.8 
4,969.5 
—56.0 —49.7 


1959 1960 1961 1962 
4,920.0 5,194.1 5,423.0 5,706.0 
4,877.1 5,300.6 5,620.0 5,786.0 

42.9 — 106.5 —197.0 —80.0 


Source: Data taken from the report presented to the Government of Chile by the Panel of Nine in 
December 1963, based on the Development Corporation’s figures, Cuentas nacionales de Chile, 1940-63 


(June 1963). 


The external debt was almost trebled over a fairly 
brief period, reaching exceptional levels for Latin 
America, whether considered in relation to population, 
export earnings or any other important indicator.®* 


Table 307. Chile: Imports of goods and services as a percentage of 
the gross national product 


1958 3 1961 : - : 14.0 
1959 : ; ‘ 9.6 1962 : : : 12.1 
1960 ‘ : : 12.8 1963 : : : 13.0 


Source: Cuentas nacionales de Chile, 1958-1963, op. cit., table 1-B. 


Table 308. Chile: Estimate of the foreign currency debt® 


(Millions of dollars) 
1958 1960 1963 
Public sector . ? . 388.9 424.0 1,126.3 
Private sector? : ; . 180.1 379.3 550.8 
ToTAL 569.0 803.3 1,677.1 


Source: Institute of Economics, op. cit., table 75, and statement made 
__ by the Minister of Finance, Sergio Molina, in November 1964. 

® Balances used but not amortized at 31 December. 

b> The financing obtained directly by enterprises and private persons is 
based on estimates, but official figures are given for the credit guaranteed 
= the Government or granted to commercial banks and the Banco del 

stado. 


(g) The manipulation of fiscal instruments 


Besides that essential factor, recourse was had to a 
number of supporting and complementary expedients 
within the context of each instrument. In the fiscal area 


68 The Minister of Finance, Sergio Molina, in his statement on 
the public finances in November 1964, said that ‘‘the total commit- 
ments contracted by Chile as at 31 December 1963 represented an 
outflow of foreign exchange of about 335 million dollars in 1964. 
To appreciate the full magnitude of this amount it should be borne 
in mind that Chile’s total exports of goods during the present year 
will be below 600 million dollars; hence, considerably more than 
half its exports earnings will have to be earmarked for servicing 
earlier commitments’’. 


in absolute terms, and also as a percentage of the gross 
national product.”° The same applied to capital expendi- 
ture.” 


In spite of the effort to increase tax revenue fiscal 
reliance on borrowing did not diminish; on the contrary, 
the deficit in current income with respect to total expendi- 
ture increased, so that public investment came to be 
financed almost entirely with capital inflows, consisting 
mainly of foreign currency liabilities.” 

The reasons for the steady increase in the fiscal deficit 
were not very different from those which had caused it 
in the previous phase. If the urgent need to promote 
development resulted in an increment in public invest- 
ment, the priority objective of containing the rise im 
prices had the same effect on transfer expenditure, above 
all the part earmarked for subsidizing public and private 
enterprises (particularly urban and railway transport, 
among the former).7? The same thing happened unde 
the head of financial payments, as a result of heavier 
borrowing.74 q 

The above situation clearly illustrated the con- 
tradictions underlying the simultaneous pursuit o 
different objectives, the over-all result being a persistent 


°° Chile’s reliance on external borrowing was referred to in th 
statement on the public finances in October 1959 as an “exceptiona’ 
measure”’, 


70 Tt fluctuated at less than 12 per cent between 1956 and 1958, 
rising to slightly over 14 per cent in the three-year period 1960-62 
F. Garcia and A. Goldenstein, Evolucién de las finanzas publicas 
Chile, Budget Office, Ministry of Finance. 


7 Tt went up by slightly over 50 cent in real terms in 1959-61 wi 
respect to the preceding three-year period. Its share in total ex 
penditure rose from 18 per cent to a little over 22 per cent betw 
the Ser periods (Institute of Economics, op. cit., tables 170 an 
173). 

7 The surplus on current account covered less than 5 per cent 0 
fiscal investment in 1960 and 1961. Moreover, in 1959-61, 85 
cent of the inflows of capital represented foreign currency com 
mitments (Institute of Economics, op. cit., tables 202 and 203). 

73 Transfer payments under this head rose, in real terms, by 
approximately 50 per cent between 1956-58 and 1959-61 (Institute 
of Economics, op. cit., table 170). | 

74 The annual average rose from some 1.5 million escudos (at 
1950 prices) in 1956-58, to 4 million in 1959-61 (Institute 0’ 
Economics, op. cit., table 170). 
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geravation of the basic imbalance in the fiscal accounts, 
hich was precariously covered by the contribution of 
1¢ public debt, which became the strategic basis of 
tate operation instead of a transitory or emergency 
istrument. 


(h) Action in the monetary sector 


The operation of the monetary system was still de- 
endent—and to an even greater extent than in the pre- 
ious period—upon the evolution of foreign assets and 
nport deposits, which permitted the expansion of the 
leans of payment and of the credit extended to the 
ublic and private sectors without giving rise to excessive 
ressures on prices. These general expedients were com- 
lemented by various measures which notably diversified 
1e whole set of instruments. Outstanding among them 
re the raising of the marginal cash holding and interest 
ites and incentives to effect long-term deposits.” 


As a result of these measures—and, of course, of other 
olitical factors involyved—monetary trends differed rela- 
vely from price trends, particularly in the key years 
960 and 1961. Thus, while the total means of payment 
yse by 44 and 11 per cent, and internal bank credit by 
) and 33 per cent in each of those years, consumer 
tices went up by only 11.6 and 7.7 per cent, respec- 
vely.76 

At first sight, the divergent trends suggest a high level 
f liquidity in the banking system, a point which should 
> taken into account because of its repercussions on the 
emand for goods, as well as for foreign exchange.77 


(i) Foreign trade measures 


In line, no doubt, with the original intention of pro- 
loting exports, one of the first steps taken was to 
evaluate the currency, a measure which was accom- 
anied by the establishment of a uniform rate of ex- 
lange. This adjustment did not satisfy those who were 
| favour of a more determined use of the exchange rate 
3 a means of promoting sales abroad, and, in fact, 
sidering the 1959 price increases, the average exchange 
ite was even lower with respect to parity than it had 
een the previous year.’® 


* In order to lessen the inflationary effect of additional primary 
sues by the Central Bank, stricter requirements were gradually 
posed in respect of marginal cash holdings from 1959 onwards, 
aching a level of 87.5 per cent in 1961. The rise in.the interest 
te was relatively small (from 15.7 per cent in 1958 to 16.7 per 
nt in 1960, to revert to the previous level in 1961); but it should 
> borne in mind that it was accompanied by a slackening off in 
e rate of price increases, so that the real cost of the money 
as indubitably higher. Lastly, the higher interest rates paid on 
vings deposits and the authorization to make the latter in foreign 
irrency resulted in a substantial increase in the contribution of 
lasi-money to the total means of paymeat, which was as much as 
) per cent in 1961, as against an average of about 26 per cent in 
57-58 (Institute of Economics, op. cit., chapter IX). 

*6 Institute of Economics, op. cit., tables 248 and 263. 

7 Although this is a subject which will be dealt with later on, it is 
eful to cite a comment made in this connexion in the Institute of 
sonomics study, p. 228: “‘As regards the 1961 balance-of-payments 
ficit, it should be noted that the increase in credit to the private 
ctor that year was an important factor in the outflow of the bank’s 
reign currency holdings because of special circumstances which 
ipelled private persons and enterprises to use such credit for the 
irchase of foreign exchange. 

78 The average exchange rate dropped from 84.2 per cent of the 
eoretical parity rate in 1958 to only 80.7 per centin 1959 (Institute 
‘Economics, op. cit., tables 42 and 43). 


But a far more important development than that 
initial action was the subsequent decision to freeze the 
rate, which was pegged at 1,049 pesos to the dollar 
throughout the period 1959-61. The move was obviously 
prompted by the desire to preserve stability. This meant 
the safeguarding of price levels in an area of supply that 
is vital because of the proportion accounted for by basic 
consumer goods, which, moreover, was now growing 
faster than the total supply of goods and services, as 
shown by the evolution of the import coefficient. What 
is more, the decision implied a drop in the relative prices 
of foreign merchandise.’® 


In some degree, this criterion was clear evidence of the 
fact that the export drive had been relegated to a sec- 
ondary plane and was no longer regarded as a crucial 
means of reviving the economy. In any case, Chile’s 
traditional exports were still finding a ready market, 
despite the increasingly over-priced currency, either 
because of their much higher than average output,®° the 
improvement in the terms of trade from 1959 onwards,®! 
or the facilities or incentives accorded in respect of 
secondary products. Thus, there was no major pressure 
on this side against the establishment of exchange 
parity. 


Neither did over-pricing appear to be a threat on the 
import side, since demand could be satisfied with the 
ample support of external credit. This approach, which 
was not always clearly defined or far-sighted, was partly 
conducive to the second major decision adopted, namely, 
to take further steps towards the liberalization of the 
import system. To that end, prohibitions on what were 
regarded as non-essential items—whether because they 
were luxury goods or because they were prejudicial to 
national interests—were abolished; import deposit rates 
were reduced and in some cases replaced by additional 
customs charges. 


It should not be forgotten that these trends were in 
some degree a necessary component of the model based 
on external borrowing. In order that the public and 
private sectors should have access to non-inflationary 
monetary resources, the inflow of foreign exchange had 
to be offset by the inflow of imports, or in other words, 
by sales to importers. Otherwise, if it had become merely 
an increment in foreign assets, it would obviously have 
had an expansionist effect or would have failed to comply 
with any of the functions ascribed to the strategy. 


In any case, the combination of these factors—tela- 
tively high, though not increasing, export earnings, a 
fixed rate of exchange, import facilities and the sustained 
growth of purchases abroad—created a decidely explo- 
sive situation which came to a head late in 1961. Table 
309 presents the basic figures for this trend. 


The deficit on current account multiplied tenfold 
between 1959 and 1961, from 24.7 to 245.6 million 


79 The prices of imported products rose by 16.8 and 1.2 per cent in 
1959 and 1960, respectively, while domestic prices went up by 38 and 
8.7 per cent in the same years (Institute of Economics, op. cit., 
table 32). 

80 Per capita productivity in the large mining enterprises has been 
estimated at twelve times the average for the whole country (see 
Institute of Economics, Desarrollo econédmico de Chile, 1940-54). 

81 Given that 1950 = 100, the net terms-of-trade index rose from 
103 in 1958 to 116.4 in 1959 and 124.1 in 1960 (Institute of Eco- 
nomics, La economia de Chile en el periodo 1950-63, table 233). 
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dollars—an extraordinarily high increase which bears no 
relation to the slight decline in the value of exports in 
1961, i.e., a drop of 17 million dollars with respect to 
1960, according to the statement on the public finances 
(Exposicién sobre el estado de la hacienda publica, 
November 1964). Furthermore, the balance on capital 
account, which sufficed in 1959 to offset the deficit, was 
completely inadequate in 1960-61 in spite of its absolute 
growth. Thus the 1961 balance-of-payments deficit was 
135 million dollars, which resulted in “‘the depletion of 
the Central Bank’s supply of foreign exchange and the 
suspension of exchange operations’’.8? Needless to say, 
the disequilibrium in the accounts was accelerated by 
speculation with exchange and the flight of capital during 
that year of crisis. 


being items which in the recent past—particularly © 
to 1956—could not be imported because they we 
regarded as luxury goods or not essential to domes 
production.®* 


(j) Wage and price levels 


The proposed new policy decisively revived the inte 
tions expressed in 1956 to reduce or eliminate dire 
wage and price controls. The new administration d 
not hesitate to authorize salary and wage increases 
proportion to the rise in the cost of living at the end 
1958. However, once that hurdle was past and all t 
instruments referred to above had been put into effe 
it took a firm stand in the matter of wage-earne 
claims. 


Table 309. Chile: Evolution of the balance of payments, 1959-63 


(Millions of dollars) 
1959 1960 1961 1962 1963* 
Current Account —24.7 — 140.8 —245.6 —142.4 —128.4 
Capital account . . +41.9 +96.7 +110.7 +71.5 +98.9 
Surplus (—) or deficit (+ —17.2 +44.1 +134.9 +70.9 +29.5 


Source: Exposicién sobre el estado de la hacienda publica, November 1964. 


@ Provisional figures. 


This state of affairs undermined the essential basis of 
the stabilization campaign carried out in 1959-61 and 
set in motion the machinery for propagating inflation 
which was to operate in the ensuing years. 


Although purchases of capital goods rose in absolute 
terms, their share of the total decreased in relation to the 
previous three-year period.** The other important item— 
raw materials and fuels—followed a similar pattern, i.e., 
an absolute increment in 1959-61 accompanied by a 
contraction of their share in the total, which was par- 
ticularly sharp in 1961. This unprofitable balance must 
be compared with the faster absolute and relative growth 
of imports of consumer goods between the two periods 
concerned. ** 


Briefly, the abundance of foreign exchange did not 
result in a preference for those purchases that are most 
closely linked to development. Clearly, on the other 
hand, it considerably reinforced the supply of imported 
consumer goods and services, pre-eminent among them 


82 Institute of Economics, op. cit., p. 204. The Banco Central’s 
net foreign assets dropped by 118 million dollars in 1961. 


83 The average went up from 157 million dollars in 1956-60 to 
189 million in 1959-61, reaching a peak of 237 million dollars in 
the last year of the period. But while purchases abroad represented 
an average of 37 per cent of the total in 1956-58, their share was 
only 35 per cent in 1959-61. Again, 1961 was the best year in this 
respect, the proportion reached being 38.6 per cent (Institute of 
Economics, op. cit., tables 241 and 242). 

84Tmports of consumer goods increased from an average of 
140 million dollars annually in 1956-58 to 158 million in 1959-61. 
Their contribution to total imports also rose from 29.4 to 32 per 
cent between the two periods considered (Institute of Economics, 
op. cit., tables 241 and 242). 


On the one hand, it established the principle th 
adjustments should not be based, as they usually we: 
on the rise in price levels from December to Decembs 
but rather on the mean increase between one year a1 
another. In other words, it proposed that the adjustmen’ 
instead of aiming at restoring the purchasing power of 
given wage or salary at a time when its capacity to purcha 
was greatest, should “restore at the beginning of the ye 
the average purchasing power which salaries and wag 
had had the previous year’’.** 


Another principle established was that the adjustme 
should decrease in inverse proportion to the level 
remuneration, while at the same time enterprises a1 
workers were exhorted to settle their wage problems wit 
out State intervention and as far as possible on a sca 
that would not give rise to price increases. 


Whilst this course was being followed during the peri 
under review, salaries and wages improved in real tern 
with respect to the previous three-year period, though th: 


85 Complete data are not available on the composition of impo: 
of consumer goods over the period concerned. However, t 
Institute of Economics study, in comparing the trends followed | 
some important purchases between 1950-54 and 1955-59, poir 
up the fact that canned food imports increased by 373 per cet 
clothing imports by 2,000 per cent, and imports of textiles a1 
furniture by 400 per cent (p. 114). It should be noted that tl 
situation was due not only to the liberalization of imports, b 
also in considerable measure to the system of free ports institut 
by the previous administration. 

86 J, Marshall, “‘La estabilizacién monetaria en Chile, 1959-60 
Revista de Ecomomia Latinoamericana, No. 10, Banco Central | 
Venezuela. This revised criterion entailed, for example, that t 
salary adjustment in 1960 should be fixed at 10 per cent, where 
prices had risen by 33 per cent during the course of the previo 
year. 
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failed to return to the 1950 and 1957 levels.87 Salary 
and wage trends were evidently not the most important 
factor in the policy followed during that period, either 
as a means of curbing inflation or of propagating it. 


In so far as prices are concerned, the relaxing or lifting 
of controls was essentially supported by the expansion 
of imports. Nevertheless, in a key phase of the experi- 
ment between 1959 and 1960, considerable importance 
attached to direct contact between government authori- 
ties and leaders of the entrepreneurial sector, who were 
manifestly willing to co-operate. As a complementary 
measure, action was taken to promote the establishment 
of consumer committees, which were officially indepen- 
dent but were really backed by the Government. AlI- 
though the experience was short-lived, during the first 
two years of its existence the central body of those 
committees played a not unimportant part as the spokes- 
man of the consumers in defending their claims and peti- 
tions before public opinion and the political authorities. 


(k) The administrative and institutional situation 


During the period under consideration, the reshaping 
of policy instruments as a whole was not accompanied 
by changes in the administrative and institutional 
situation. In other words, economic policy continued to 
tely on the same mechanisms as before. The only major 
reform to take place was probably the conferral upon the 
Central Bank of full powers over all questions of exchange. 


However, use of the different instruments became more 
orderly and they were made to serve the purposes of 
certain key activities. To begin with, the Ministry of 
Finance came to have a more manifest and direct influence 
on the Central Bank and, hence, on the entire financial 
machinery. Secondly, the Ministry, through the Budget 
Office, was given a watching brief over all public invest- 
ment programmes and made responsible for tailoring 
them to comply with the guidelines laid down in the 
development plan of the Corporacién de Fomento 
(CORFO), a development institution which no longer 
plays as leading a role in that area as in the past. 


(1) The next period 


All the innovations of the kind and significance of 
those introduced in 1962 were plainly a response to the 
crisis in the external accounts. The inflationary reper- 
cussions, whose full impact was not felt until after the 
devaluation of October 1962,8* placed policy on the 


87 The average salary earned by government employees (in 1950 
pesos) fell from approximately 10 escudos in 1955 to 5.89 escudos 
in 1958, recovering in 1961 to a level of 6.78 escudos. The minimum 
salary reached its peak in 1952-54 fluctuating at around 4 escudos 
(at 1950 prices) monthly. After that it declined steadily, to reach 
its lowest level in 1958-59—about 3 escudos—tising slightly in the 
next few years (3.10 escudos in 1961) (Institute of Economics, 
op. cit., tables 58 and 69). 


88In December 1961, foreign trade operations were suspended 
and two exchange areas were re-established: the first covered the 
bulk of trade in invisibles and was governed by a rate which was 
Officially free, while the second, for current transactions, continued 
to be based on the existing rate of 1,049 pesos to the dollar. The 
free rate rose rapidly in 1962 reaching 2,320 pesos by the end of the 
year. The rate for current transactions was abolished in October 
1962, and climbed swiftly to 1,545 pesos in December of that year 
and to over 2,000 pesos by the following December. The report 
of the Panel of Nine, op. cit., p. 20, indicates that the devaluation 
of the escudo, by increasing the cost of imported and exportable 
goods by 75 per cent, led to the renewal of the wage-price spiral. 
The cost of living in July 1963 was 43 per cent higher than in 
September 1962. 
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defensive, as reflected in a number of measures to curb 
the main inflationary forces which had revived as a 
result of that decision. Together with the devaluation of 
the exchange rate controls were reinstituted on imports. 
Less essential items were again banned, special taxes 
were imposed on goods brought in through the free 
ports and the prior import deposit system was tightened 
up. 

These measures succeeded in improving the balance-of- 
payments position, at least in comparison with its acute 
disequilibrium in 1961. The deficit on current account 
dwindled from 245.6 million dollars in that year to 142.4 
and 128.4 million in the next two, and is estimated to 
have been 148 million in 1964.8° The aggregate deficit, 
on the other hand, dropped from 135 million dollars in 
1961 to 71 and 29 million in 1962 and 1963 respectively, 
with a small surplus expected in 1964. This evolution 
was due to a decrease in imports, a recovery in exports 
(chiefly thanks to a more favourable copper market)®° and 
a steady inflow of external credit from official if not 
private sources.™ 


In fiscal matters, too, the trends differed from those in 
1959-61. Current income increased slightly in 1963-64 
while current expenditure declined. But, as aggregate 
expenditure was greater in 1962-64 because of bigger 
outlays on investment and amortization, the basic 
situation remained much the same.® 


Lastly, with the exception of monetary policy which 
continued to follow the established pattern,new circum- 
stances made it necessary to adopt a new approach to 
the whole question of price and wage controls and inter- 
vention. Attempts were made to control both the price 
movements that resulted from devaluation and its after- 
effects and, at the same time, the Government was 
compelled to take a more active part in fixing wages and 
salaries while seeking to maintain the general policy it 
had laid down. 


In closing this brief review of economic policy changes 
in 1962-64, it should be pointed out that the recrudescence 
of strong inflationary pressures did not mean that develop- 
ment as an aim was relegated to second place, as might 
well have happened. Proof of this is afforded by the 
absolute and relative increase in public investment,®* 
which was undoubtedly due in part to the relation between 
external credit decisions and the steps taken to stimulate 
economic activity. 


89 Exposicion de la Hacienda Publica, November 1964. 

90 Between 1961 and 1963, sales by the large mining companies 
rose from 377 million to 445 million dollars (figures quoted from 
the report of the Panel of Nine, op. cit.). 

®1The net balance for public capital climbed from 48 million 
dollars in 1961 to 98 million and 134 million in the next two years, 
and is estimated to have been 208 million in 1964. The private 
capital balance, however, fell from 113 million in 1961 to 14 million 
in 1962, and showed a deficit of 10 and 76 million in 1963 and 1964 
respectively (Exposicién de la Hacienda Publica, op. cit.). 

82 Tn terms of 1960 escudos, current income rose from 740 million 
in 1961 to 781 million in 1962, dropping slightly to 765 million in 
1963. The estimate for 1964 is 778 million. In the same real terms, 
current expenditure increased from 662 million in 1961 to 735 
million in 1962, only to fall to 666 million and 661 million in 1963 
and 1964 respectively. Total expenditure mounted from 943 million 
to 1,038 million between 1961 and 1962, its level in 1963 and 1964 
being 998 and 982 million. 

98 The share of public investment in total expenditure rose from 
about 22 per cent in 1960-61 to over 25 per cent in 1963-64 (Expo- 
sicién de la Hacienda Publica, op. cit.). 
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(m) Evaluation of past experience 


A good beginning to a discussion of economic policy 
in 1959-64 would be a comparison of the goals set and 
the main results actually achieved or the trends estab- 
lished. The results expected and those obtained in the 
two basic areas of action—stabilization and develop- 
ment—should first be analysed separately, and then an 
assessment made of the situation as a whole. 

Examination of the first question might begin by a 
glance at price movement during those years, with due 
regard for both average fluctuations from one year to the 
next and fluctuations from December to December (see 
table 310). 


Table 310. Chile: Consumer price fluctuations 
(Percentages) 


December- 
Year to year Deromben 


1957 . 28.7 17.3 
1958 . 25.9 32.5 
1959 . 38.6 33.3 
1960 . 11.6 5.4 
1961 . 1.7 9.7 
1962 . 13.9 27.7 
1963 . 44.3 45.4 


Source: Exposicidén de la Hacienda Publica, November 1964. 


Whatever indicator is chosen, the basic trend is 
unmistakable. After a revival of inflation in 1959°%* when 
the system was being remodelled, the rise in prices slowed 
down considerably, eventually reaching a level that, by 
Chilean standards, was tantamount to stabilization. 
But, from 1962 onwards, inflation gathered strength, its 
momentum during the last two years being far greater 
than at the beginning of the period and almost as rapid 
as before 1953. Thus, the trend of events had little in 
common with that of 1956-58, although, in the last 
analysis, efforts to remedy the system’s intrinsic lack of 
balance were defeated in both periods. 


The relationship between this evolution and the foreign 
exchange crisis at the end of 1961 requires no further 
explanation here. Other factors or pressures, whether 
originating in the wage-earning sectors or in the mone- 
tary and fiscal fields, seem to have played a lesser part, as 
the relative price stability achieved in that year clearly 
indicates. 


What do claim attention are the nature and origin of 
the serious disequilibrium in the balance of payments. 
The first point to stress is that the immediate cause was 
not, as in the case of other inflationary outbursts, a 
sharp fall in exports and its consequent chain reaction on 
the forces of inflation latent in the domestic economy, 
beginning with fiscal income. The decline in external 
sales in 1961 was very moderate and was, moreover, 


‘4Jn the last few months of 1959 the upward trend weakened 
considerably and the cost of living fell in November and December. 
In 1960 and 1961 the average monthly variation was 0.4 and 0.9 
per cent respectively (Institute of Economics, op. cit., table 31). 
In 1964, data supplied by the Ministry of Finance in connexion with 
proposed wage adjustments indicate that prices rose during that 
year by 38.4 per cent (La Nacidn, 6 January 1965). 


offset by an additional inflow of capital. The imbalan 
should rather be attributed to the other trade componer 
namely imports, which soared to a record level, f 
exceeding the ample possibilities of the capacity 
import and imperilling the Central Bank’s reserves. 


The main responsibility for this has been laid upon t 
pegging of the exchange rate, which undoubtedly d 
play a major part. But it should be remembered that t 
resulting over-pricing of the escudo was no great 
than in previous years or periods for the obvious reas: 
that prices climbed very little. During the first half of t 
fifties, for instance, the gap between the average ¢ 
change rate and theoretical parity was much wider th 
in 1961,°° and immediate disequilibrium was ot 
averted because demand was controlled in a number 
ways. The more recent crisis should therefore 
associated with another factor, that of import liberaliz 
tion. It was the conjunction of this factor with the fix 
exchange rate that really destroyed the stability of t 
balance of payments and frustrated all attempts to rest« 
it. 

At this stage of the analysis, an inquiry should be ma 
into the reasons for embarking upon such an obviou 
perilous line of action. 


One reason is undoubtedly to be found in the ration: 
that inspired it, since a vigorous expansion of impo 
was perfectly in keeping with the basic tenets of the mo: 
chosen. It can reasonably be assumed, for instan 
that prices would not have risen so very little in 19 
had it not been for the equally unusual influx of goc 
and services from abroad. In other words, if m«¢ 
stringent or farsighted measures had been taken, 
might have been necessary to combat a sharper pr 
rise with all the repercussions that that would entail 
the mechanisms of propagation. 


Even so, it is clear from the general situation in 1959- 
that there were several patterns of behaviour to choc 
from. In other words, economy policy had a fai 
broad freedom of action. In addition to the clamp 
rising prices and the political strength of the régin 
extensive support was received from abroad, even af 
the crisis at the end of 1961. 


Nevertheless, the fact is that the external account v 
allowed to deteriorate to a completely untenable poi 
and that no attempt was made to apply a brake in | 
shape of import franchises or exchange devaluation wh 
could have been gradually brought into force as the g 
between external and internal prices widened, by tak1 
advantage of the favourable conditions referred to abo 


It would be misguided to ascribe this passivity 
indifference on the part of the Government or its expert 
since the issue was a perennial topic of discussion, fi 
in the circles most concerned and later among the put 
in general. Although, as is contended, some of | 
financial and monetary authorities may have been und 
optimistic in assuming that the growing imbalar 
would right itself spontaneously, there is no doubt tl 
the failure to act, and the consequences thereof, were d 
to other more substantive factors. To begin with, it y 
feared that a shift in the policy line adopted would hz 


® The former oscillated around 54 per cent of parity. In 196 
was equivalent to 69 per cent (Institute of Economics, op. ¢ 
table 42). 
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an inflationary effect. In this connexion, despite the 
observations made above with respect to the conditions 
and objectives that should be established before such a 
tisk can be taken, it should be remembered that the 
Chilean people have learned from experience to associate 
a devaluation of the exchange rate with a fresh inflation- 
ary outbreak, although the former may often stem from a 
tise in domestic prices and a growing disparity between 
these and external prices. This being so, even a political 
coalition as powerful as the groups backing the admini- 
Stration appeared to be undermined by the traditional 
Tesistance to devaluation, and was, moreover, reluctant 
to provide the opposition forces with such an ideal 
weapon. 


This is the most obvious reason for the failure of the 
Government to act on these issues. In addition, some 
instruments that were forged to serve the aims of 
€conomic policy ended by throwing up obstacles in 
its path, thus clearly illustrating the contradictions 
that may arise between means and ends. A case in 
point was that of the credit and domestic loan system 
payable in dollars, which had been conceived with an 
eye to stimulating national savings, recovering capital 
that had left the country and attracting foreign funds, 
but was adapted to suit every purpose, from the financing 
of productive transactions to the purchase of private cars. 
Without analysing the specific pros and cons of the 
‘system, there is no doubt that it created a new group 
prepared to oppose any devaluation in the exchange rate, 
‘since that would, of course, involve the immediate 
‘eadjustment of their liabilities. This anti-devaluation 
bloc was joined by the pressure groups interested in 
import liberalization who naturally found themselves 
‘placed in an exceptionally favourable position by the 
‘combination of franchises and over-pricing of the cur- 
Tency. 


Thus, a formidable combination of forces had united to 
‘thwart every effort made to mitigate or postpone the 
balance of payments crisis, as, indeed, they succeeded 
" doing. Although, in the past, opposition to devaluation 
had always been concentrated in the political groups that 
were most closely associated with the broad mass of 
‘consumers because devaluation had a particularly severe 
effect on the price of imported consumer goods in Chile, 
it now became much more extensive for the reasons 
given above. Hence, it is not surprising that the process 
was allowed to continue until it had reached the point at 
which neither reserves nor credits were able to make the 
system workable any longer. Even then, despite the 
‘Crisis at the end of 1961, it was not until October 1962 
that devaluation became official, and sweeping changes 
Were made in the import régime. This again testifies 
to the vigorous fight that was put up against any change 
in the status quo. 

It might be argued from the foregoing that if these 
powerful obstacles had been overcome, the balance-of- 
payments deterioration could have been dealt with more 
skilfully and stabilization would not have suffered such 
a grave setback. This question cannot be answered 
‘objectively. The situation would certainly have been 
More manageable, but the weaknesses of the particular 
pre of policy chosen went far deeper than the operational 

evel. 


Thus, even though stricter measures might have been 


taken, the operation of the plan would have had to depend 
in any case onexternal credit whenever export income failed 
to increase sufficiently or import substitution in agricul- 
ture and industry lacked the vigour needed to bring 
about a greater autonomous expansion on the part of the 
production system,® and thus reduce the propensity to 
import or at least pave the way for its control. 


In default of these conditions, it is understandable 
that, in view of the increasing service and amortization 
payments to be made on the external debt, the continuity 
of the programme should have been subordinated to 
the need for maintaining or enlarging the flow of foreign 
capital. The problem has been summed up very cogently 
by the Institute of Economics study, which points out 
that the model could not have continued to function 
without entering into ever-greater debt abroad, or 
without a more lively response to its need for private 
foreign investment and/or more import substitution and 
exports, which did not take place.®” 


If the possibility of obtaining a steady and increasing 
flow of external credit is deemed to have been unlikely, 
the plan, as conceived and developed, had little chance 
of lasting, and the misguided decisions taken with respect 
to the exchange rate and import facilities that provoked 
the 1961 crisis merely precipitated the collapse. 


The consideration of these aspects naturally leads to a 
review of development policy, since it was this policy 
that was essentially responsible for creating the basic 
conditions required for reducing or eliminating the 
domestic economy’s dependence on external credit. 


(n) The development effort 


As regards the general aspects of cardinal importance 
for a development policy, the first point to be stressed 
is that domestic investment increased in both absolute 
and relative terms. Its major component (fixed capital) 
accounted for only a little less than 13 per cent of the 
gross domestic product in 1961-62, having normally 
been below the 9 per cent level up to 1957—-58.°° 


The composition of investment also evolved favour- 
ably. As table 311 indicates, the share of machinery and 
equipment expanded appreciably in the last few years 
under consideration, although building activities were in 
full swing. 


Although imports of capital goods did not add to their 
share of the total, their value rose sharply from an average 
of about 157 million dollars in 1957-58 to 237 million in 
1959-61, i.e., by 50 per cent. 


Another promising aspect was the public contribution 
to the investment effort. This was greater in both volume 
and proportion than in previous years, thus reflecting 
the trend of fiscal expenditure as a whole, which is 


96 The second requirement might have entailed an increase in 
imports. Although this adds to the force of the argument rather 
than detracts from it, there are grounds for assuming that a number 
of activities might have developed without an expansion in import 
demand, particularly in the agricultural sector. However, in view 
of the relatively high level of imports, the process could probably 
have been continued on the basis of a change in composition without 
any increment in absolute terms. 

97 Institute of Economics, op. cit., p. 238. 

98 National accounts, 1940-62, op. cit., table 13. 
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normally regarded as another of the dynamic influences 
on domestic development (see table 312). 

These general data can be supplemented by others that 
point to far-reaching changes in the production system. 
In the first place, there was the startling recovery and 
subsequent progress of the construction sector, as 
regards both housing and infrastructural works. In the 


Table 311. Chile: Composition of geographical investment in fixed 


capital 
(Percentages) 

1954/55 1962/63 

Constructions and other works 50.6 46.8 
Buildings 3533 26.6 
Public works 10.7 15.6 
Other . 4.6 4.6 
Machinery and equipment . 49.4 I52 
Imported 45.2 48.4 
Domestic 4.2 4.8 
TOTAL 100.0 100.0 


Source: Cuentas Nacionales de Chile, 1940-62 and 1958-63, op. cit., 
tables 5B and 4B. 


preceding period, this sector, or part of it, had been 
severely affected by the restrictive measures taken, but 
had now become the driving force in the expansionist 
movement. The part played by the State in construction 
can be appreciated from table 313. The evolution of 
investment in the transport system is equally striking (see 
table 314). 


Table 312. Chile: Fiscal expenditure and investment 


Fiscal Percentage 
expenditure fo) 

Year (thousands of 

1960 escudos) 


investment 
expenditure 


1958 - ; : c : : 691 18.4 
1959 : : : ‘ c ; 785 22.2 
1960 . : ; ; é é 903 22.8 
1961 : : : : ; : 943 21.8 
1962 ; : : 2 : : 1,038 23.6 
1963 : : : c c 5 998 Pies} 
1964" ; 5 : ‘ : 1,039 23,1 


Source: Presidential Message to Congress, May 1964. 
4 Estimate. 


Installed electric energy capacity increased by 32.5 
per cent in 1958-63 against 14.8 per cent in the previous 
five years.°® Another sectoral process worthy of note is 
reflected in the rise of manufacturing output. A glance 
at the census figures for 1952 and 1960 will show that 
the level of the labour force employed in industry re- 
mained the same in absolute terms. If the respective 
figures are compared with the value of manufacturing 


°° Presidential Message, op. cit. 


production, it will be seen that per capita productivi 
rose by about 37 per cent.1°° 

These remarks on the main developments record 
should be concluded by a comparison between actu 
accomplishments and the targets fixed by the CORF 
ten-year development plan. In this connexion, a br: 
reference should be made to the report of the Panel 


Table 313. Chile: Completed housing units built by the public sec 


1953/58 1959/63 
Number . 26,070 84,46C 
Square metres 1,691,171 4,692,361 


Source: Presidential Message to Congress, May 1964. 


Nine, which, at the end of 1963, stated that notat 
progress was being made in implementing the investme 
programme, since 93.5 per cent of the targets establish 
for the two years had already been achieved. 


Table 314. Chile: Investment in public works and capita] goods | 
the transport sector 


Percentage 

1954/58 1959/63 variation 
Roads? and airports 5 124.5 267.6 115 
Ports . Z : P 10.7 24.1 125 
Railways : : : 40.9 209.2 411 


Source: Presidential Message to Congress, May 1964. 


®@ Between 1959 and 1963, 2,376 kilometres of road were paved, wher 
the total length paved up to 1959 was only 2,683 kilometres. 


(0) Apparent results and some explanatory hypotheses 


These obvious and encouraging signs of the progre 
made in the pursuit of development should be compar 
with the figures for the rate of economic growth durit 
the same period, which are given in table 315. Tt 
table shows that the period 1959-63 as a whole was mo 
favourable than its forerunner, but less dynamic than t 
first half of the fifties. But, what is perhaps mo 
important, the figures do not reveal any clear-cut tre 
towards a steady expansion of the system, as indicat 
by the fluctuations of the product and the fact that t 
highest rates generally follow upon a recession; in oth 
words, they represent a recovery rather than an actu 
advance, while the average tempo of growth continues 
be slow. 


The contrast between the information given in t 
preceding section and the final results inevitably poses 
question which becomes even more puzzling if it 
considered that another strategic factor—the stagnatic 
or inadequacy of the capacity to import—which h 
rightly been high-lighted in the analysis of Latin Americ 
development, did not have an adverse influence duris 


100 The population data can be found in the study by the Institt 
of Economics, op. cit., table 21. The figures for industrial prodi 
tion have been taken from the National accounts, 1940-62, op. ci 
table C 23. 
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the period in question. On the contrary, conditions were 
very favourable. The balance-of-payments vicissitudes 
and the burden of the external debt do not in any way 
contradict this, since it is the real aspect of the question 
that is significant, i.e., the fact that the Chilean economy 
would count upon a plentiful and relatively stable supply 
of goods and services from abroad.}% 

A few hypotheses should be examined to see if they 
throw any light on the reasons for the discrepancy between 
the development effort and the net results of the policy. 
It should be noted that the data on the evolution of the 
product are provisional and may be amended later. 


Table 315. Chile: Gross national product 


Percentage Percapita Percentage 
Index annual index annual 

Year 1960 = 100 variation (1960 = 100) variation 
1958 93.3 2.9 98.0 0.5 
1959 933 0 9525 —2.6 
1960 100.0 ied 100.0 4.7 
1961 103.0 3.0 100.5 0.5 
1962 110.2 7.0 104.9 4.4 
1963 112.8 2.4 104.7 0.2 


Source: Cuentas Nacionales, 1958-63, op. cit., table 6B. 


Another reservation concerns the relative shortness of 
the period, which means that some of the policy’s results 
may well materialize later. This fact should be con- 
sidered in relation to another that is clearer and more 
Significant, namely, certain features of the investment 
effort during the same period. As indicated before, this 
was concentrated in the two sectors of housing and the 
infrastructure (transport system, roads and electric 
energy). Capital formation in these factors is known to 
have a relatively low capital-output ratio, that is, yield in 
terms of goods and services produced is not very high in 
relation to the investment required, and the investment 
is longer in maturing or taking effect than in the case of 
other productive assets. 

Although the upsurge of building activities obviously 
stimulated all ancillary activities, the new and higher 
level of operations may have partly represented resources 
that had been tied up during the previous stage, the net 
effect thus being less than that immediately apparent from 
a review of the years after 1958. 

Other background data that may help to clarify the 


_ Iatter emerge from a closer examination of the behaviour 


of certain production sectors. By and large, activities 
that are directly connected with the production of goods, 


_ or with agriculture, mining and manufacturing industry, 


: 
} 


i 


developed in a less satisfactory fashion than the system 
as awhole. This is clear from table 316, which shows the 
extent to which the sectoral production targets set up by 
CORFO’s ten-year development plan were attained in 
percentage terms. 


101 The force of this should not, of course, be exaggerated. From 
a strictly economic standpoint, the expansion of imports through 
additional borrowing cannot be compared with their expansion 
through the growth of exports. In the second case, the multiplier 
effects on the national economy are theoretically and very probably 
greater than if the increment in imports were to have derived from 
external credits, when the effects would be felt by the country 
supplying goods and services. 


Special attention should be paid to the evolution of the 
agricultural sector, which has more than once shown it- 
self to be one of the weak points of the Chilean economy. 
Some of the main items of agricultural output such as 
grains and milk exceeded their earlier level by 11 per cent 
in 1959-63, but failed to keep pace with population 
growth. 

Industry developed rather more satisfactorily. Manu- 
facturing production was 39 per cent higher in 1954-63 
than in the preceding five-year period, when it had 
barely reached 7 per cent. However, as in the case of 
construction, the rise in the rate of growth during the 


Table 316. Chile: Attainment of production targets 


Percentages 


Activity 1961 1962 


Crop farming, stock farming and 


fisheries ‘ 3 ‘ : : 86 83 
Mining . 3 : 5 ‘ 5 94 90 
Industry = : : ‘ F 89 88 
Construction . é : F : 113 120 
General services : : : ; 102 - 106 
Housing services A : : L 115 116 
Government services F : F 132 124 


Source: Presidential Message to Congress, May 1964. 


latter period partly represented a revival of the dynamic 
impetus that had been smothered during the phase of 
rapid inflation by the first stabilization experiment. 

The improvement in productivity does not seem to 
have gone hand in hand with any appreciable expansion 
or diversification of the industrial inventory. Hence, 
investment seems to have been mainly directed towards 
existing plants, a trend which has some bearing on the 
hypothesis of a possible reduction in the capital-output 
ratio. To state the problem more simply, the new capital 
generated would have been best employed in more 
efficiently producing the same goods as before rather than 
producing entirely different goods, which meant that 
part of the obsolete plant would be lying idle. 


Some light is thus thrown on the problem, although 
there is not enough information available to clear it up 
entirely. The data should therefore be rounded off by an 
assessment of the alternatives open to development 
policy and the way in which events were shaped by it. 

A suitable starting-point for this evaluation would be 
the fact that in order to achieve development, the 
productive resources available could have been chan- 
nelled in two complementary ways: one intended to 
increase and diversify export activities, and the other to 
continue or reactivate the process of import substitution 
in respect of the most appropriate agricultural and 
industrial products, in the light of economic, techno- 
logical and financial conditions and, needless to say, of 
their export potential. The resources available for this 
purpose were not only the bases established in the past 
(e.g., a relatively large complex of intermediate industries 
and a nucleus of enterprises making capital goods), but 
a substantial capacity to import which meant that the 
productivity of promising activities could be created, 
renewed or increased. 
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As regards exports, a large and steady flow of goods 
was maintained during the period in question, although 
it was soon outstripped by the rapid growth of imports. 
Even more significant perhaps is the fact that the 
traditional structure of exports, dominated by copper, 
which accounted for slightly less than 60 per cent of the 
value of Chilean exports virtually throughout the period 
1959-63, was not diversified to any appreciable extent. 
The respective shares of industrial and agricultural 
products remained much the same (see table 317). 


Table 317. Chile: Contribution of industrial and agricultural exports 
(Millions of dollars) 


1960 1961 1962 1963 
Industrial : . 28.3 36.0 26.5 30.1 
Agricultural . ae Sed 34.2 30.3 32.6 


Source: Exposicidn de la Hacienca Publica, November 1964. 


As regards the other line of action, that of import 
substitution, the share of domestic goods and services 
in the aggregate supply was reduced. This, in itself, 
cannot be described as an adverse turn of events when 
it stems from a greater expansion in exports than in the 
product but, in the present case, was attributable to an 
ever-increasing reliance on external credit. 


In its broadest terms, the problem can be assessed in 
the light of changes in the gross product. This is not the 
place to discuss the matter in depth, but it is well known 
that a dynamic development process entails changes in 
the relative importance of the different activities, and is 
thus both cause and effect in respect to the rise in income 
levels and the corresponding change in the pattern of real 
demand. In the course of the process, more weight 
tends to attach to certain sectors, particularly manu- 
facturing industry and the so-called dynamic capital 
goods and durable consumer goods industries, which 
carry the main responsibility for import substitution. 


The recent evolution of the Chilean economy does not 
seem to have followed the usual pattern of such changes 
in the production system. Furthermore, the data avail- 
able suggest that a kind of structural recession has taken 
place, since the key sector has become less important 
in the economy as a whole (see table 318 which also 
gives the other sectors’ rates of growth). 


It is immediately apparent from this table that growth 
was slow and that a substantial reduction took place in 
the proportion of manufacturing industry. Although the 
final figures may show that the recession was less intensive 
than it seems to have been, it is doubtful whether the 
trend will actually be reversed.1% 


There was an even greater loss of ground by the 
agricultural sector, which cannot be explained by the low- 
income-elasticity of demand, since per capita income rose 
slightly and the sector plays a vital part in many respects, 
including import substitution and export development. 


102 This also applies to employment. In 1940 the labour force 
employed in manufacturing industry was 18.2 per cent of the total. 
In 1952 it was 19.1 and fell to 17.2 in 1960. See Bruce Herrick, 
“Efectos econédmicos de los cambios demograficos en Chile, 
1940-60°’, Economia, a review issued by the Faculty of Economics 
of the University of Chile, 2nd and 3rd quarters 1964. 


The trends of mining, construction and basic service 
(energy, transport, communications, etc.) were mor 
favourable but failed to compensate for the other change 
or for the added importance of intermediate—com 
merical and financial—machinery and of the host c 
personal services that absorbed the portion of the labou 
force that found no employment in productive sectors. 
It is generally agreed that these phenomena do not hay 
the same significance in the less advanced as in th 
industrialized countries, where the dynamic expansio 


Table 318. Chile: Origin of the gross domestic product at mark 
prices, by branches of activity 


Annual 
cummulative 
rate Percentage 
Boner 1954-55! 1954-55 1962-63 
Agriculture, forestry, hunting 
and fishing . ; f .) =10 133 9.6 
Mining and quarrying 5.6 4.1 6.0 
Manufacturing industry i eg / 2350 18.1 
Construction 6.2 24 35) 
Basic services 4.5 ips 8.4 
Trade and banking . 3.5 2307, 27.0 
Ownership of dwellings Ee) Tes) 8.9 
Public administration and 
defence : , , 5 5.4 8.5 8.4 
Other services 3.0 9.4 10.1 
TOTAL 3: 100.0 100.0 


Source: CORFO, National accounts, 1958-63, table 3B. The averag 
for 1954-55 was obtained by applying the variation in the series publ she 
in Cuentas nacionales, 1940-62, op. cit., table 2D to the former. 


of services is the result of the technical advances i 
productive activities and the high level of income. 

In view of these facts, it will be more readily apprec 
ated that the notable investment effort made during th 
period under consideration extended and improved th 
system’s infrastructure and housing supply, but to a 
intents and purposes did not establish the new installz 
tions that might have stimulated industrialization an 
agricultural progress and which, together with thos 
already in existence, might have had a sufficiently power 
ful impact on the market to change the over-all pictur 


(p) Relationship with stability 


The scant success of the efforts made to promot 
exports and import substitution seems to have also bee 
the main reason why the attempts to achieve stabilit 
failed to give satisfactory results. Only sweeping struc 
tural changes on both sides could have provided 
sounder basis than that of external credit which cannc 
be looked upon as more than a necessary but temporar 
expedient for achieving such aims. 

Admittedly, it would have been difficult for diversifica 
tion in both to have lifted the pressures on the balance c 
payments, unless exports had made spectacular progres: 
Economic policy, would, however, have had a mor 
manageable situation to handle. 


103 The proportion of the active population employed in th 
sector shrank from 60.6 per cent in 1940 to 55.8 per cent in 196 
(Institute of Economics, op. cit., table 22). 
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To return to the other important component of the 
imbalance, namely, public finance, it should be noted that, 
apart from all the possibilities of tax reform, a pre- 
Tequisite for increasing tax revenue is more vigorous 
tate of growth on the part of national income. Other- 
wise, the appropriation of funds by the Government— 
which did actually increase—is liable to provoke bitter 
opposition. 

Accordingly, the two main issues on which economic 
policy has been focused seem to be closely connected 
‘and even interdependent. However concerted and skilful 
an effort is made to achieve stability, it can hardly hope to 
obtain sufficient backing unless it is accompanied by 
changes in the economic structure to pave the way fora 
dynamic development process that would be less vul- 
nerable to external factors. But this again can only be 
accomplished if conditions are sufficiently stable to 
enable an investment policy to be pursued which, in 
terms of both scope and content, would make for the 
Tequisite adjustments and expansion in the production 
system. 


(q) The magnitude of the task 


It is undeniably easier to point out the requirements of 
a campaign to promote development and stability than 
to lay down specific guidelines for action, particularly 
when these do not make for the immediate removal of 
any obstacles that might stand in the way of their 
implementation, but require instead a sustained and long- 
term effort. 

Chile is in a very special situation. Its industrialization 
process has long passed the stage known as easy substitu- 
tion and is finding it very difficult to advance any further 
either at home or towards external markets. In certain 
sectors, such as agriculture, which is influenced by a 
host of complex economic and institutional factors, there 
is an enormous amount to be done. What is more, 
economic policy has to accommodate itself to a socio- 
political structure of a particular kind, distinguished by 
a high level of expectation and considerable difficulties 
in obtaining general support for action that requires 
persistence and determination, since it has no tangible 
results to offer until a certain amount of time has elapsed. 


Chapter VIII 


PLANNING IN LATIN AMERICA 
A. GENERAL ASPECTS 


1. PLANNING 


In this chapter an attempt is made to present a broad 
general picture of present day planning in Latin America. 
To that end planning agencies are described, their develop- 
ment plans are examined and some aspects of their 
execution are analysed. Firstly, on the basis of legal texts 
and practical experience, the organization of planning in 
each Latin American country is outlined. This is followed 
by a summary of plans already prepared, with special 
emphasis on their strategy, the rates of growth they 
postulate, investment requirements, financing and the 
balance of payments. Lastly, the execution of the plans is 
analysed briefly. 


In virtually all the countries of Latin America the need 
to evaluate the situation as a whole, to co-ordinate means 
and ends, and to take decisions within a single coherent 
system, has led to the adoption of policies increasingly 
geared to planning. This did not mean passing in one 
stride from an irrational state of affairs to one of logic 
and consistency, since clearly defined principles had been 
applied previously (e.g., in the drawing up of sectoral 
plans), but rather that the problem was regarded as a 
whole, instead of piecemeal. Thus, over ten years ago a 
number of Latin American countries had already begun 
to make a comprehensive analysis of the true state of 
economic affairs, on a systematic and consistent basis, 
and on similar methodological lines. The first step was a 
diagnosis to identify and quantify the main variables; 
then the plan itself was drawn up, to reconcile these 
variables with the desired aims, and propose the courses 
of action and instruments needed in terms of general 
guidelines and specific measures. 


The analysis of the situation through the application 
of planning techniques gradually brought to light certain 
essential keys to the interpretation of the Latin American 
development process and the orientation of the formulas 
to be adopted. The most important of these guiding 
principles, as has been pointed out,! are the interdepen- 
dence of the economic and social aspects of development 
problems, the need for a planned, integrated and efficient 
policy to solve them, and the recognition that such a 
policy implies institutional reforms transcending the 
current use of the traditional instruments of economic 
policy. As regards the external sector, they include the 
conviction that the progressive integration of the Latin 
American economy will help to eliminate some of the 
serious national handicaps holding up the development 
process; and that the structure of foreign trade must be 
altered and more favourable terms of trade secured, so 
that the external sector may act as one of the dynamic 
factors in development. 


1 ECLA, Economic Survey of Latin America, 
Nations publication, Sales No. 65.11.G.1. 
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These basic principles are reflected in the plans of th 
individual countries. For example, they envisage develo} 
ment as a single problem, with economic, social an 
institutional roots; consequently, they include soci; 
reform as part of the development process, and specif 
cally establish targets and investments of a soci 
character. As a concept, social expenditure no longs 
means a philanthropic concession which deflects resource 
from economic investment, but has become a requisi 
for development. Conversely, the primary condition fc 
the attainment of social targets is the achievement « 
economic objectives; on no other factors are the mai 
social sectors (public health, education and housing) s 
dependent as on the over-all growth rate, income distribi 
tion and the employment situation. 


With all due regard to the other measures that make 
possible, the first criterion established by developmet 
plans is the acceleration of the over-all growth rate; 1 
Latin America, however, this is a matter not only « 
increasing each of the key variables, as they exist toda 
in quantitative terms, but of altering their relative magn 
tude and changing certain institutional factors by whic 
they are conditioned. In view of the disequilibria affectir 
the economies concerned, the mere continuance of curre1 
lines of action would perpetuate situations in which 11 
efficiency and injustice prevail; what is more, it woul 
be impossible, since the bottlenecks characterizing suc 
economies prevent their steady and autonomous growtl 
For this reason, the plans formulated combine the quat 
titative analysis of savings, consumption and the sector: 
distribution of investment with the qualitative study « 
economic policy measures designed to bring abot 
structural changes (especially in the fields of agricultur 
taxation, income redistribution and foreign trade). 

The narrowness of the market and the lack of ec 
ordination among national economic policies serious! 
handicap the development of Latin America. Mult 
national economic integration is contemplated in tt 
plans under way for Central America, which are drawn u 
within the frame of reference provided by a diagnos 
of the economy, a system of national accounts, a 
evaluation of resources and an analysis of institution 
all prepared at the regional level. They also attach funds 
mental importance to the external sector, and recommen 
efforts to diversify exports, stabilize the prices of primat 
commodities and impose selective import controls; bi 
in this field decisive variables come into play, such < 
prices, which are beyond the control of the export 
country. In this connexion, interesting prospects a1 
opened up by international agreements on basic con 
modities and by the possibility of exporting manufacture 
goods. 

In Latin America, by virtue of these concerns an 
guiding principles which, implicitly or explicitly, fin 
similar expression in all the plans formulated, plannin: 


ei te as 
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which is generally a method independent of the signifi- 
cance of the targets established, has been incorporated 
into the ideology of development, and is tending to 
become the concrete expression of economic policy. 
There are already signs that development plans are 
beginning to exert an influence transcending their own 
sphere and manifesting itself in a method of analysis and 
astyle of government. If this trend grows more marked— 
as seems likely, to judge from the latest legislation and 
the most recent constitutional reform projects—develop- 
ment plans might come to fulfill a function analogous to 
that discharged by civil codes in the last century. In the 
one case, general welfare wasconsidered to be generated by 
individual prosperity, which in turn was the product of 
the property rights meticulously safeguarded by the civil 
codes; in the other, both social and individual welfare 
are linked to the over-all development of the country, 
which economic plans define, characterize and, to an 
increasing extent, attempt to channel and accelerate. 


It is worth while to emphasize that this is, of course, 
only the general and as yet indeterminate trend of a 
current whose flow in reality is broken and uneven, 
according to the circumstances prevailing in each country 
or each situation. It is clearly evident, however, when 
the region’s over-all evolution in these respects is 
studied in the light of history. 


2. ORGANIZATION 
(a) The present situation 


Latin America today presents a changed picture. 

ecently established planning offices are working out 
plans in every country, although the pace and scope of 
the activities in each case is determined by the extent of 
the information available. Some countries have had to 
begin by estimating their population and preparing 
national accounts; others, thanks to previous studies, 
already have a plan or will have one ready shortly. On 
the whole, it is likely that between 1965 and 1966 every 
Latin American country will have its over-all develop- 
ment plan, the cornerstone of any planning. This involves 
not only drafting a plan, but organizing an institutional 
system, which includes both the establishment of new 
agencies and the co-ordination of those that already 
exist, and the application of new procedures, approaches 
and outlooks at every administrative level. Because the 
aim is a continuous improvement in the quality of 
government decisions, the relatively simple task of 
merely establishing or reorganizing institutions is not 
enough; the entire administration must not only adopt a 
new attitude but be prepared to change its routine. 


The preparation of plans requires the establishment 
of agencies able to lay down guidelines, convert them into 
specific programmes of action and governmental measures, 
and direct and periodically review the whole process. At 
present most Latin American countries are still setting 
up their planning systems; to evaluate the situation in 
each country would need separate studies on each, but 
certain common characteristics can be pointed out. 


(b) Agencies responsible for general guidelines 


Agencies responsible for general guidelines act in an 
advisory capacity, and the political and technical levels 
are divided. Generally there is a council, presided over by 
the President of the Republic or the Minister of Economic 


Affairs, with a membership consisting of Ministers and 
other high level officials responsible for economic and 
social affairs. The Council’s function is to lay down the 
basic rules governing the plan, and to approve it once 
completed. In addition, these agencies discuss the 
Government’s economic policy, and are consequently 
employed to co-ordinate the activities of the various 
Ministries among themselves with the planning office; 
above all, their task is to ensure that no short-term 
economic policy, adopted without consulting the planning 
office, conflicts with the plan. In somecountries the private 
sector participates in these bodies. 


Side by side with the Councils that lay down the general 
guidelines, there are technical agencies responsible for 
preparing the plan. In some cases they act as the secre- 
tariat of the Council; in others they are independent 
specialized agencies, which may even antedate the 
Council. The experience of various countries indicates 
that they began as co-ordinating meetings between 
technical officials with other functions, and later became 
autonomous agencies whose specific task is to prepare 
and supervise the plan and advise on economic policy. 


(c) Sectoral agencies 


For the proper functioning of the planning process, the 
central planning office must be integrated into the public 
sector, especially as regards the sectoral and regional 
offices. There should be an interaction in the sense that 
the general rules laid down by the planning office should 
be worked out in detail and translated into specific 
measures within each Ministry and individual department; 
similarly, each sub-office should produce projects for 
co-ordination at the Ministerial level and submission to 
the planning office. This procedure requires the establish- 
ment of sectoral units in the planning office and program- 
ming units in the Ministries and when the latter do not 
exist, their work is done by the planning office itself. 
But generally the aim is that the agencies carrying out the 
plans should be those responsible for drafting them in the 
first place in accordance with the general rules laid down 
by the planning office, so that at the next stage the latter 
can consolidate and co-ordinate the sectoral plans. At 
the preparatory stage co-ordination is essential in order 
to obtain not only the statistical information needed, but 
also information on the aims or programmes of each 
Ministry or autonomous body; and at the stage of 
execution, it is equally essential in supervising the execu- 
tion, of the plan and in making any necessary adjustments. 
Another vital link is that between the planning and 
budget offices, to ensure that the budget will be an 
annual fiscal expression of the plan. Equally important 
is the permanent, routine contact between the planning 
offices and the agencies that provide economic information 
which alone makes possible the annual revision of the 
plan. 

In practice, although general government policy is 
considered in the Economic Council or its equivalent, 
the co-ordination in institutional terms of the over-all 
plan with the sectoral plans and the budget has not been 
achieved in most cases. The measure of success attained 
in some countries has been primarily due to the personal 
intervention of those responsible for the direction of 
political and economic affairs. Most countries have 
sectoral planning offices in Ministries and autonomous 
bodies, but their liaison with the central planning office 
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is rarely smooth, and there are frequent misunderstand- 
ings between Ministries and the planning offices. In 
Bolivia, Colombia, and Venezuela, co-ordination between 
the plan and the budget takes the form of a section in 
each planning office responsible for analysing the 
sectoral budget estimates; in Panama the Budget Office 
comes under the Central Planning Office; but in most 
countries co-ordination is effected through informal 
contacts, although in some cases the legislation provides 
for the participation of the planning office in the pre- 
paration of the budget. State enterprises, which provide 
the bulk of the public services and in some countries 
carry out important industrial activities, constitute a 
serious problem by following an independent policy and 
behaving in relation to the plan as if they were private 
enterprises. Often each State enterprise formulates its 
own economic policy, in isolation from the central 
government, from other public enterprises and from the 
plan itself. 


(d) Regional agencies 

The need to determine the allocation of the investment 
prescribed by the plan, and to promote the development 
of certain areas of the country, leads to the establishment 
of three types of regional planning agencies: a regional 
branch within the central planning office, bodies set up 
by local governments, and autonomous regional corpora- 
tions. 


The planning offices generally have a section dealing 
with regional economy, which concerns itself with regional 
development and the distribution of certain investments 
envisaged in the national plan; the development process 
is considered as a whole, and such problems are studied 
as whether to develop backward areas or invest in more 
productive regions, or to pour investments and technical 
assistance into a few selected regions so that they can 
pass the critical point beyond which they can continue 
their development on the basis of their own local 
resources. 


The offices established by regional governments tend 
to give most weight to the local economic forces, and to 
promote the development of their region without as a 
general rule relating it to the national interests. An 
attempt has been made in some countries to establish 
co-ordination among the regional agencies, and between 
them and the national agencies. 


Regional development has been most effectively 
promoted by the autonomous regional corporations, 
since they have not only programmed development, 
but have also carried out investments, co-ordinated 
investments made by the Ministries and other national 
entities, and obtained additional funds. 


(e) Relationship with the private sector 


The relationship between the planning agencies and 
the private sector is either non-existent or rather weak. 
On the whole the plan has not been used as a means of 
obtaining the participation of entrepreneurs and workers 
in the formulation of economic policy, or including in 
the discussions those groups whose co-operation will be 
indispensable for the subsequent execution of the plan. 


In an economic system of the Latin American type 


(except for Cuba), the private sector is responsible fc 
the bulk of the investment proposed by the plans; ye 
it can happen, as a result of lack of consultation an 
information, that the drafters of the plan do not kno 
whether the proposed targets are in fact attainable (fc 
example, if there are enterprises with the necessar 
financial backing, equipment and labour), or wheth« 
the private entrepreneurs are really interested in th 
targets and are prepared to achieve them. Thus it 
sufficient knowledge and liaison impedes the formulatio 
of a precise policy of incentives and correctives thé 
reconciles to the maximum degree possible the interes’ 
of the private entrepreneur and the conduct required 
him by the plan. 


But although from the Government’s standpoint thes 
defects are real enough, yet the plan does provide th 
private entrepreneur with information on the aims an 
instruments of the Government’s economic policy 
information which is extremely valuable to him in decic 
ing on the form of his own investments. 


3, THE PLANS 


Inorder toconstruct a planning system various mechar 
isms have to be established, including those for gener: 
lines of action over the medium and long run (in the forr 
of the over-all development plan and the sectoral c 
regional plans) and over the short run (general two-yee 
or three-year public investment plans), and operation: 
machinery (for the annual operational plans and fe 
performance budgets for the public sector). There mu: 
also be a distinction between the original plan and th 
later modifications and additions, for when the plan - 
first prepared the work consists mainly of research an 
interpretation, whereas at the later stages, when the pla 
is being carried out and brought up to date, the task : 
mainly organizational. 


(a) Mechanisms for general lines of action 
(i) Over-all development plans 


A development plan is a means of integration, fro 
the social and geographical standpoint. Its starting poir 
is that the welfare of every social group is linked with th 
pace of development of the country as a whole; furthe1 
more, it may permit a future policy of regional compl 
mentarity for the country, since only on the basis of 
view of the whole picture can there be an appropriat 
allocation of resources to keep pace with the growth c 
some regions and to stimulate that of others. In additio 
the plan provides an element of continuity, since | 
determines a policy and lines of action that usually cove 
a longer period than the life of a single Government 
the plan also provides an impetus, since by determinin 
the degree of importance and urgency of particula 
problems it permits a better use of resources and makes 
possible to concentrate them, where necessary, at point 
that are of strategic importance to development. 


The plans for general guidance cover a diagnosis 
projections and over-all targets analysed in detail b 
sectors; social aims; sectoral targets for public an 
private investment; an analysis of domestic and extern 
financing; the use of natural and human resources, an 
administrative organization. 
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Over-all development plans for the medium and long 
term have been prepared in Argentina, Bolivia, Chile, 
Colombia, Ecuador, Panama and Venezuela, and short- 
term plans have been drawn up in Brazil, Mexico and 
Paraguay. Because of their content these plans are in 
essence public investment programmes that lay down a 
strategy for national development and form part of an 
over-all development model. 

The basic features of the Latin American plans (except 
for Cuba) are the same: the ideology is in line with the 
principles underlying the Charter of Punta del Este; the 

-_ techniques of analysis and projection are all very similar, 
___and are based on the general technical lines developed by 
ECLA. In all cases the main fault is that the measures 
of economic and social policy are not established in 
sufficient detail, and that few specific investment projects 
__ are presented for the execution of the plan. 


(ii) Public investment plans 

The public investment plans give details of the invest- 
ment by sector of all the State bodies (the Central Govern- 
ment, autonomous bodies, and State enterprises), accom- 
panied by draft projects or by final projects. These plans 
usually include, as a framework of reference, an analysis 
of public investment within the national economy, a 
list of the bodies that make up the public sector, a list 
of priorities and an analysis of the domestic and external 
financing of public investment. The basic part of the plan 
is a study of the situation in each sector, and of the 
investments to be made by each public body during the 
period covered. Public investment plans have been drawn 
up in Colombia, El Salvador, Guatemala, Haiti, Honduras 
‘and Peru. 


(iii) Sectoral plans 
The sectoral plans cover a single sector or a part of a 
sector, and analyse the investments, their financing, and 
- the principal projects. They include a general study of 
the sector concerned, in particular the structure of the 
factors of production and the sector’s relation with the 
external sector; usually targets and requirements are 
specified, and there is a detailed study of the most impor- 
tant branches of the sector (giving main characteristics, 
_ development programme and targets, demand projections, 
output, employment, investment and inputs). Plans for 
certain sectors have been worked out in Argentina, 
Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, 
Honduras, Mexico, Panama, Peru and Venezuela. 


(iv) Regional plans 

Regional plans (relating to plans for regions within the 
country) include most of the components of an over-all 
plan, but in addition they have to be integrated with the 
national plan. They vary widely, both in scale and in 
characteristics and may range from the programming of 
certain metropolitan zones, which has much in common 
with town planning, to the planning of whole river basins 
or other large areas. There are two types of approach: 
one is to draw up regional plans independent of national 
planning, and the other to include in the national plans 
the general outlines of regional programmes. Thus far 
no Latin American country has an integrated system of 
regional plans, but plans have been drawn up for certain 
regions in Argentina, Brazil, Colombia, Mexico, Peru and 
Venezuela. 


(b) Operational mechanisms 
(i) Annual operational plans 
The annual operational plan provides a break-down of 
the long-term targets, resolves any contradictions that 
may exist in relation to the current situation, and includes 
specific measures of economic policy, especially in relation 
to the private sector. In addition these plans include a 
review of the preceding year, the projection of targets 
for the coming year (including figures for output, 
demand, employment, investment and financing), a list 
of projects, and the measures of economic policy needed 
to achieve the targets. While in the general plan the over- 
all point of view predominates, the operational plan is 
governed by the sectoral outlook. Except in Venezuela 
the annual operational plan has not yet been introduced 
into Latin America’s planning machinery. 


(ii) Performance budgeting 

The performance budget is the annual fiscal presenta- 
tion of the Government’s programmes. At present it is 
used in Colombia, Bolivia, Ecuador, Paraguay, Peru and 
Venezuela. In Colombia the system was introduced 
gradually, beginning in 1960, when it applied to certain 
Ministries; in 1962 it was extended to the whole adminis- 
tration and to the decentralized institutions, and in 1963 
programmes were presented in two sections, one giving 
the programmes as a whole, and the other giving details 
of the work to be carried out, with an estimate of unit 
costs and staff output. In Bolivia the system was applied 
to the Central Government in the budget for 1961; 
in 1962 a separate budget was introduced for capital 
and current accounts, in order to bring the budget into 
line with the general development plan. In Ecuador and 
Paraguay the 1963 budget was prepared and presented 
on a performance basis. In Venezuela, beginning in 1961 
a performance budget was included as an annex to the 
traditional budget. In Peru the change-over in the budget 
system was begun in 1961, and in 1962 legislation was 
passed to give the system an institutional framework. 
In Costa Rica a law was enacted in January 1963 provid- 
ing that the annual budget should be accompanied by 
an account of the programmes to be carried out during 
the year. In El Salvador and Honduras a beginning is 
being made in applying the new methodology. 


(c) Projects 

At present one of the main problems in planning is the 
shortage of projects and the lack of co-ordination between 
those that exist. In general public projects have a purely 
sectoral outlook and are worked out by the department 
concerned in each Ministry, without any connexion with 
the over-all plan, and private projects follow an erratic 
course independent of the national plan. One of the 
main tasks in the future will be to organize the preparation 
of projects in close co-ordination with the over-all plan. 
It should be borne in mind that just as the accumulation of 
isolated projects, without a macro-economic perspective, 
is the negation of planning, so may over-all projections 
without specific projects lead to the vitiation of planning. 


4. PROBLEMS AND PROGRESS 
(a) Problems 


The main problems that hamper planning in Latin 
America are institutional, organizational and technical. 
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(i) Institutional problems 


Generally economic policy decisions are adopted by 
means of a legal system which represents an earlier stage 
of. development of the Latin American countries, at 
which planning was never contemplated. The planning 
agencies have been inserted into a government organiza- 
tion created for other purposes, to correct any anomalies 
that may disturb the price system, for example, but not 
to draw up a plan. Consequently the planning agencies 
are not really part of the system, and tend to act as 
advisors to the traditional departments; they are not at 
the centres of decision, and merely advise some of those 
who are. Nevertheless, the increasing complexity of 
national problems has led to the establishment, side by 
side with the traditional operational administration, of 
an advisory administration without any executive respon- 
sibility, and with all the advantages and disadvantages 
attendant on such a position. In the first place, this 
advisory machinery is divorced from day-to-day adminis- 
trative problems, which permits it to form a calmer and 
more general view of the situation, but the actual carrying 
out of the measures it advises depends on those in charge 
of the executive machinery. If no organic nexus is 
established the planner may produce plans, and the 
executive may produce government acts, without there 
being any connexion between the two. Similarly, in 
some cases the frequent political changes, in conjunction 
with the lack of any national plan that has wide support, 
lead to a lack of continuity which makes it impossible 
to carry out plans. There is no point in enacting develop- 
ment plans if each new Government introduces basic 
changes. 


Thus far the process of drawing up the plan has not 
been properly organized so that all the groups and 
sectors concerned can participate. Thus the plan may 
be insufficiently representative, it may lack the support 
of the public administration, or of those who are to be 
responsible for carrying it out, and it may not have a 
sufficient foundation of support or acceptance by the 
community. When the time comes to carry it out, it 
often happens that the long-term policy is not translated 
into specific short-term measures to apply the policy; 
conversely, there is usually no procedure to ensure that 
the Government’s major acts of economic policy are in 
line with the plan. All this reduces the plan’s effectiveness: 
without the necessary authority, the agreement of those 
concerned, and suitable operational machinery, the plan 
is reduced to a catalogue of hopes, an economic study or 
a forecast of future developments, but cannot be an 
instrument of government. 


The institutional changes recommended in the plans 
are proceeding very slowly. The carrying out of land 
reform measures has been expeditious, and achieved 
substantial results, in few Latin American countries; 
and tax reform has not been sufficiently studied and 
discussed, and has been embarked on in most cases on a 
piecemeal basis. 


The national plans prepared thus far make no provision 
for Latin American integration, and consequently do 
not provide for making full use of the advantages of such 
integration, or avoid measures that might hamper it. 
Nevertheless, it is hoped that some plans now in prepara- 
tion will take account of integration at the regional 
level; here mention should be made of the Joint Central 


American Programming Mission, which is working ov 
national plans within the wider framework of regiona 
integration. 

In the international field there is not as yet prope 
co-ordination of the work of the various agencies, whic. 
means that there may be overlapping or conflictin 
elements in the technical or financial assistance providec 


(il) Organizational problems 

The main difficulty is that there is a lack of awarenes 
that the aim is to establish a more coherent method o 
arriving at decisions. Consequently the idea has been t 
obtain the text of a plan rather than to establish - 
permanent system of improving government action. Thu 
far planning efforts have concentrated on the machiner 
for laying down guidelines, and neglected that directe 
towards conveying information and carrying out th 
plan. With few exceptions, there is no annual revision c 
the medium or long-term plan, nor is there any attemp 
to control its execution; moreover it is not usual t 
prepare annual plans that link the long-term and short 
term plan, and include the specific measures of economi 
policy that are to be applied. There are problems o 
integrating the planning agencies into the public adminis 
tration; in many cases these agencies do not form par 
of the regular system for adopting decisions, and thu 
their importance depends on the personal influence o 
those who direct them, rather than on their inheren 
importance as institutions. There are also weaknesse 
in co-ordination, since it is a difficult task to establis! 
links with the sectoral plans and the projects of th 
individual Ministries, and with the budget offices. I 
addition, it is not uncommon for important agencie 
in the public and private sectors to be left outside th 
plan, although their decisions have a vital influence o1 
the country’s economic life. 


(iii) Technical problems 

The main technical problems arise from the shortag 
of staff, the lack of information, and certain defects i 
the plans. 

The shortage of specialized staff is a serious limitatio1 
since the more progress made in preparing and carryin; 
out plans and projects, the greater the number of technica 
experts needed at all levels. A concerted effort to remedy 
this shortage is being made by the Governments, th 
universities, and the international agencies. Anothe 
serious handicap is the scanty and unreliable informatio1 
available; there is a lack of statistical data, and much o 
what does exist is very defective; there is much uncer 
tainty about the intentions of the private sector, anc 
certain basic variables, such as export prices, depenc 
on factors that are not within the country’s control 
Moreover, by the time many of the plans have beer 
completed and published, part of the period they cove 
has already passed. Lastly, some provisions of th 
plans relate to general lacunae, trends or tendencies 
but are not based on or expressed as specific measure: 
of economic policy. 


(b) Progress achieved 


Despite the difficulties and failures indicated, durins 
the last few years considerable progress has been achieved 
and it should be assessed in relation not only to the bes 
that can be hoped for, but also to the situation tha 
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existed to begin with. Progress has been made in preparing 
plans and in establishing the position of planning as a 
system of analysis and a means of government. Since the 
Charter of Punta del Este planning as a principle has been 
officially accepted by all the countries of the Americas. 
In addition there has been an increase, even though not 


on a sufficient scale, in the number of experts; the 


technique of preparing plans has reached a fairly advanced 
stage; and the quality of the information available is 
constantly improving. 


To mention only one sign that progress has been 
made, all the Latin American countries now have an 
established planning office, and are working out medium 


‘or long-term development plans. It cannot be claimed 


that during the first years of operation planning alone 


'can change long-established conditions, but despite all 


existing difficulties, it is clear that the diagnosis of the 
functioning of the economy, the listing of the obstacles 
to development, the inventory of the human, physical 
and financial resources available, the quantification of 
import variables, and their reconciliation, all represent 
essential instruments for the promotion of development. 


5. INTERNATIONAL TECHNICAL ASSISTANCE 


The international agencies have put into operation a 


machinery for co-operating in the task of planning in 


the Latin American countries. ECLA has participated 
from the outset, not only in the technical work of drawing 
up the plans, but also in co-operating with Governments 
and in training staff. Between 1950 and 1951 three studies 
were published on the interpretation of the process of 
development and the description of the State’s action;? 
the last of these gives an analysis of the content and 
targets of a programme and the means of carrying it out. 
In 1953 these studies on general lines were followed by 
the working out of a programming technique, in the form 
of a methodology for making over-all and sectoral 
projections, and determining investment and the levels 
of domestic savings and external assistance needed in 
terms of the growth rate established. Subsequently both 
the basic approach and the methodology were applied 
to specific studies on the development of individual 
countries. In addition the techniques of programme 
and performance budgeting were perfected and applied,° 


2 “The economic development of Latin America and its principal 
problems’’, Economic Bulletin for Latin America, vol. VU, No. 1; 
ECLA, Economic Survey of Latin America, 1949 (United Nations 
publication, Sales No. 51.1I.G.1); Problemas tedricos y practicos del 
crecimiento econdmico (United Nations publication, Sales No. 
1952. II.G.1). 


8 Analysis and projections of economic development. I. An introduc- 
tion to the techniques of programming (United Nations publication, 
Sales No. 55.II.G.2). 

4ECLA, Analysis and projections of economic development. 
II. The economic development of Brazil (United Nations publication, 
Sales No. 53.11.G.2); LI. The economic development of Colombia 
(Sales No. 1957.11.G.3); IV. El desarrollo econédmico de Bolivia 
(Sales No. 58.11.G.2); V. The economic development of Peru (Sales 
No. 59.11.G.2); VII. El desarrollo econédmico de Panama (Sales No. 
60.11.G.3); VII. El desarrollo econémico de El Salvador (Sales No. 
hee XI. El desarrollo econédmico de Honduras (Sales No. 

1.11.G.8). 


5 ECLA, El presupuesto fiscal como instrumento de programacion 
del desarrollo econémico (E/CN.12/521); Algunas consideraciones 
sobre las relaciones entre laprogramacién del desarrollo yelpresupuesto 
fiscal (E/CN.12/BRW.2/L.5); La experiencia de algunos paises de 
America del Sur en materia presupuestaria (E/CN.12/BRW.2/L.10). 


as well as the techniques of preparing and evaluating 
projects.® All that remained was to advance from the 
stage of having the necessary technical instruments to 
the stage of applying them. At this point the advisory 
groups were established, with the responsibility of co- 
operating with the Governments in preparing develop- 
ment programmes and creating the machinery needed 
to prepare and carry out plans.? At the same time as 
the basic theoretical approach was being worked out, 
together with the methodology and means of co- 
operating in direct action, it was necessary to work out 
techniques in the field of economic development. For 
this purpose courses on development planning were 
given in Santiago, Chile, from 1952 on; until 1962 they 
were given by ECLA and the United Nations Bureau 
of Technical Assistance Operations, and from that 
date by the Latin American Institute for Economic and 
Social Planning. Supplementary intensive courses in 
economic development are given every year in various 
Latin American cities. 


In July 1962 the above-mentioned Latin American 
Institute began its operations, with the aim of training 
experts in planning, assisting Governments to establish 
the institutional and technical organization for program- 
ming work, co-operating with Governments in pre- 
paring development plans, and carrying out studies to 
improve programming techniques. 


In the Charter of Punta del Este, of August 1961, the 
American republics recognized that the attainment of 
their development aims required the carrying out of 
comprehensive and well-conceived national programmes 
of economic and social development, aimed at the 
achievement of self-sustaining growth; and that con- 
sequently they must introduce or strengthen planning 
systems and formulate long-term development pro- 
grammes within a short period. A panel of nine high- 
level experts was established, and from this panel are 
drawn the members of ad hoc committees to which 
Governments may present their programmes for economic 
and social development, in order that the committee may 
examine the viability of the programme and its con- 
sistency with the principles of the Act of Bogota and the 
Charter of Punta del Este; this evaluation is the basis 
for obtaining the external financing required for the 
execution of the plan. Subsequently, at the first meeting 
of the Inter-American Economic and Social Council 
(IA-ECOSOC) at the Ministerial level, held in Mexico 
in October 1962, the Panel of Nine was asked to agree 
on appropriate rules, standards and methodologies for 
the evaluation of development programmes. For the 
specific consideration of individual plans ad hoc com- 
mittees were established in accordance with the provisions 
of the Charter of Punta del Este, each composed of three 
members of the Panel of Nine and three specially appointed 
experts. Thus far these committees have pronounced 
on the over-all plans of Bolivia, Chile, Colombia, Ecuador, 


® ECLA, Manual on economic development projects (United 
Nations publication, Sales No. 58.1.G.5). 


7 At the request of the Governments concerned advisory groups 
were established in Colombia (May 1955), Bolivia (April 1960), 
Haiti (end of 1961), Uruguay (March 1962), Paraguay (end 1962), 
Peru (February 1963), Central America (early 1963), and a group is 
now being formed for the Dominican Republic. Since May 1961 the 
OAS/IDB/ECLA Tripartite Committee has been responsible for 
organizing and supervising the advisory groups. 
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Mexico, Panama and Venezuela, and on public invest- 
ment in Honduras. Similarly, for the purpose of giving 
technical assistance in formulating development plans, 
the Charter of Punta del Este recommended the con- 
tinuation and strengthening of the agreements on co- 
ordination between the Organization of American States, 
(OAS), the Inter-American Development Bank (IDB) 
and ECLA. 

At the meeting of the IA-ECOSOC held at Sao Paulo, 
Brazil, in November 1963, the Inter-American Committee 
on the Alliance for Progress (ICAP) was established, as 
a special permanent committee of the IA-ECOSOC for 


the multilateral representation of the Alliance for Pr 
gress and the co-ordination and promotion of its wor 
The committee consists of a chairman and seven represe: 
tatives of States members of OAS. The committee 

responsible for making an annual estimate of tl 
financing needed for the development of Latin Americ 
and of the total resources that can be made availab 
from various internal and external sources; in additio 
it is asked to propose the allocation between the variot 
countries of the public funds of the Alliance for Progres 
and study the progress of national and region 
plans. 


B. THE AGENCIES 


This section describes the planning agencies that are 
to be found in Latin America. A bird’s-eye view of the 
present situation is given in table 319, and a summary 
of planning organization and activities in each country 
is given below; this necessarily involves some repetition, 
since the review covers twenty systems with similar aims 
and many features in common. In every case the data 
have been selected with a view to conveying a picture of 
the existing system; this does not imply that other over- 
all or sectoral planning agencies did not exist at a previous 
stage. 


Most of the legal provisions on which the descriptions 
are based are not yet fully applied, but, as the agencies 
are now being set up, it has been thought best to indicate 
the theoretical plan of operation, while pointing out, as 
far as possible, the current gaps. Broadly speaking, the 
central offices—which have now all been established— 
seem the most efficiently organized; most of the sectoral 
offices still have to be set up, and very few regional 
agencies exist. Even the central agencies do not carry out 
all the functions assigned to them by the legislation; up 
to now they have concentrated on the preparation of a 
diagnosis and of the first over-all development or public 
investment plan. 


1. ARGENTINA 


(a) National Planning 

(i) Present organization 

In August 1961 the National Development Council 
was set up as an advisory organ in the Office of thie 
President, for the purpose of determining the long-term 
aims of national development, preparing medium-term 
plans, drawing up annual programmes, analysing projects 
and evaluating the results of the national economic 
policy. The decree establishing the Council was amended 
in October 1963 and again in January 1964. It has an 
Executive Board, which lays down the general lines to 
be followed, and a standing Committee of technical and 
administrative staff. The Executive Board is presided 
over by the Minister for Economic Affairs, and consists 
of a Vice-Chairman, an Executive Secretary, a Technical 
Secretary and advisers representing every Ministry or 
Secretariat of State with responsibility for economic 
matters, as well as the Ministry of National Defence, 
the Central Bank and the Federal Investment Council. 
The Standing Committee has a Vice-Chairman and 


Technical and Executive Secretaries. The Technic 
Secretary is in charge of a number of working group 
covering: national development programming; statistic 
methodology and projections; public investment; speci 
projects; technical and financial co-operation; an 
special studies. 
(ii) Activities 

The National Development Council prepared tl 
National Development Plan for 1965-69. 


(b) Regional planning 

(i) Present organization 

The Federal Investment Council was set up in Augu 
1959 as the result of an inter-Provincial agreemet 
signed and ratified by all the Provinces, the municipalit 
of the City of Buenos Aires and the governing authoritic 
of Tierra del Fuego, for the purpose of planning region: 
economic activity, guiding investment and providin 
technical assistance. It has three organs: an Assembl 
consisting of a representative from each Province, whic 
supplies the general guidelines; a Standing Committe 
of eight Ministers, for supervisory purposes; and 
General Secretariat, responsible for technical an 
administrative decisions. The Council’s activities ar 
financed by contributions from each Province. 
(ii) Activities 

The Council’s activities have included research worl 
regional planning and technical assistance. In particula: 
it has established the bases for the regional developmer 
of the Argentine economy. 


2. BOLIVIA 


(a) Background information 


In 1953 the National Co-ordination and Plannin 
Commission was set up to co-ordinate the work of th 
senior officials in the Ministries and decentralized agen 
cies. A permanent Council of the Commission wa 
created shortly afterwards. In October 1959 the Com 
mission was replaced by the National Planning Board 
whose specific function was to prepare the plan. Sub 
sequently, in September 1961, the National Economi 
and Social Development Council was constituted, witl 
the President of Bolivia as its Chairman, to guide eco 
nomic policy. In December of the following year th 
basic principles for the establishment of sectoral anc 
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regional programming offices were laid down. Lastly, 


_ the National Planning and Co-ordination Service came 
into being in July 1963. 


(b) Present organization 


The National Planning and Co-ordination Service is 
presided over by the President of Bolivia and comprises 
the National Economic and Social Development Council 
and the National Planning and Co-ordination Depart- 
ment. The Council is composed of the President, as 
Chairman, and the Ministers responsible for economic 
and social affairs; it has an Executive Committee that 
answers to the President consisting of the Ministers for 
Economic Affairs, Finance, and Planning and Co- 
ordination. The Council is responsible for framing the 
basic lines of planning policy and for directing and 
supervising the execution of the plans. The National 
Planning and Co-ordination Department is the technical 
organ, and is directed by the Minister for Planning and 
Co-ordination. The liaison between the planning agencies 
and the public sector is attributable mainly to the activities 
of the Ministers in the Economic and Social Develop- 
ment Council; it is this Council that acts as a link between 
the planning agency and the Ministry of Economic 
Affairs (which determines the distribution of external 
funds), the Ministry of Finance (responsible for the 
budget), and the State enterprises that undertake the 
bulk of the investment. 


(c) Activities 

The main achievements were the preparation of the 
Bolivian Economic and Social Development Plan for 
1962-71, with the assistance of the ECLA/BTAO/FAO 
Advisory Group on Economic Development; detailed 
sectoral plans for the two-year period 1963-64; the 
preliminary version of the investment programme for 
the same two years; and the two-year economic and 
social plans for 1963-64 and 1965-66. In order to 
speed up the preparation of projects, foreign loans were 
used to engage firms of consultants to undertake the 
necessary studies. From 1961 onwards the system of 
performance budgeting has been applied to central 
Government operations, and co-ordination commissions 
and sectoral programming offices are currently being 
organized. 


3. BRAZIL 


(a) National planning 


In 1956 a Development Council was set up to prepare 
economic development plans and programmes. The 
Council’s activities were reduced in time to those of two 
independent groups concerned with sectoral targets. 
In 1961 the National Planning Commission (COPLAN) 
was created. This is directly answerable to the President 
of the Republic, and is responsible for working out an 
economic and social development plan, supervising its 
execution and revising it. After a series of reorganiz- 
ations, COPLAN eventually came to consist ofa Delibera- 
tive Council, a Technical Secretariat and Co-ordination 
Committees. The Deliberative Council is presided over 
by the head of the Executive and composed of the Minis- 
ters of State. Its main task is to approve first the general 
policy, the sectoral guidelines and the priority criteria, 
and subsequently the plans and any amendments thereto. 
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The Technical Secretariat is directed by a Secretary- 
General appointed by the head of the Executive. Three 
Co-ordination Committees were originally set up: one 
general, one regional and one sectoral. In 1962, a 
Committee on Co-ordination with the Alliance for Pro- 
gress was established as part of the same system, but 
without being directly answerable to COPLAN. The 
General Co-ordination Committee is made up of the 
directors of several government bodies such as the Bank 
of Brazil, the National Economic Development Bank 
(BNDE), the Administrative Department of the Public 
Administration, and the Monetary and Credit Depart- 
ment, as well as the Minister for Finance and the 
Secretary-General of COPLAN. Its main function is to 
reconcile fiscal and monetary directives with the general 
aims of the development plan. The Regional Co- 
ordination Committee consists of the heads of the 
regional development agencies and a co-ordinator from 
the Technical Secretariat of COPLAN. Its task is to 
bring sectoral programmes into line with regional plans. 
The Sectoral Co-ordination Committee comprises rep- 
resentatives of the Federal Government, the States, the 
municipalities and the private sector, and co-ordinates 
the projects, programmes and plans prepared by the 
principal economic and social sectors. The co-ordination 
of loans and of the allocation of the funds deriving from 
the programme of the Alliance for Progress is in the hands 
of the Committee on Co-ordination with the Alliance. 
The post of Minister Extraordinary for Planning was 
created later for the purpose of preparing a government 
plan. After the Presidential system had been reinstituted, 
a Council for the Co-ordination of National Planning 
was set up in July 1963; this consisted of the executive 
heads of the Civil and Armed Forces Ministries and the 
Co-ordinator-General for Technical Assistance, and its 
function was to ensure that the Three-Year Plan was 
duly put into effect. While maintaining the planning 
agencies that already existed, such as the Development 
Council and COPLAN, the decree constituting the new 
Council gives the leading role to the Technical Advisory 
Service of the Office of the President, with authority over 
the Technical Secretariat, Regional and Sectoral Co- 
ordination Committees and working groups of COPLAN, 
the General Secretariat of the Development Council, 
and the secretariat of the Committee on Co-ordination 
with the Alliance for Progress. 


The Development Council drew up the Target Plan for 
1957-60. The Minister Extraordinary for Planning 
supervised the preparation of the Three-Year Economic 
and Social Development Plan for 1963-65 and the 
Government Programme of Economic Action for 1964— 
67, now in force. 


(b) Regional planning: the Department for the Develop- 
ment of the Nordeste (SUDENE) 

(i) Organization 

The Department for the Development of the Nordeste 
(SUDENE) was set up in December 1959 to co-ordinate 
the work of the different agencies active in that region. 
The diagnosis of the situation had made it clear that the 
Nordeste’s problem was not so much the drought as a 
non-expanding production base of a predominantly 
primary type. The Government’s response was to adopt 
as many policiesas there were federal agenciesin the region 
since each agency regarded the problem from its own 
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Table 319. Plat 


Country: (1) Year when first planning 
agency established;* (2) Date when 
present system established 


Argentina 
(1) 1961 
(2) January 1964 


Bolivia 
(1) 1953 
(2) July 1963 


Brazil . 
(1) 1956 
(2) July 1963 


Cnileger 
(1) 1939 
(2) November 1964 


Colombia 
(1) 1951 
(2) December 1963 


Costa Rica 
(i) 1963 
(2) January 1963 


Cuba . 
(1) 1960 
(2) February 1961 
Dominican Republic 
(1) 1962 
(2) January 1962 


Ecuador 
(l) 1954> 
(2) August 1961 


El Salvador 
(1) 1962 
(2) April 1962 


Guatemala 
(1) 1954 
(2) November 1954 


Agencies responsible for policy lines 
(Title and membership) 


National Development Council (Executive Board: Minister of 
Economy (Chairman), Vice-Chairman, Executive Secretary, 
Technical Secretary, and representatives of the Ministries of 
Economic Affairs, and of Public Works and Services, and 
their respective Secretaries of State, and representatives of the 
Ministry of National Defence, and Central Bank and the 
Federal Investment Council). 


National Economic and Social Development Council (President 
of Bolivia and the Ministers with economic and social 
responsibilities). 


Council for the Co-ordination of National Planning (Executive 
Heads of the Civil and Armed Forces Ministries, and the 
Co-ordinator General of Technical Assistance). 


National Planning Office (ODEPLAN), directed by the Secre- 
tary General for National Planning. 


National Council on Economic Policy (the President of Colom- 
bia, the Ministers with economic responsibility, Chief of 
Planning, Manager of the Bank of Colombia and Manager of 
the National Federation of Coffee Growers), and the Econo- 
mic Advisory Group (eight members appointed by the 
President of Colombia on the basis of nominations by trade 
associations). 


Planning Office, Office of the President. Technical Committee 
for the Evaluation of Investment Projects (Ministers, senior 
officials and private associations). Consultative Planning 
Committee (Heads of Departments of the Planning Office and 
representatives of private agencies). 


Central Planning Board (presided over by the Prime Minister, 
and consisting of the Ministers responsible for the central 
economic agencies). 


National Planning Board (representative of the executive, Co- 
ordinating Secretary, Director General of Integrated Plan- 
ning and Director of Economics and Co-ordination for 
Government Expenditure). Advisory Council (Secretaries of 
State for Industry and Trade, Finance, Agriculture, and 
Public Works, and the Government of the Central Bank). 


National Board for Economic Planning and Co-ordination 
(Ministers with economic responsibility, the Managers of the 
Central Bank and the National Development Bank, and three 
citizens of note). 


National Council for Economic Planning and Co-ordination 
(President of El Salvador, the Ministers of Finance, Econo- 
mic Affairs, Agriculture, Labour and Social Security, and 
Public Works, the President of the Central Reserve Bank, two 
representatives of private enterprise, and the Executive 
Secretary). 


National Economic Planning Council, Office of the President 
(the Ministers of Labour and Economic Affairs, Finance and 
Public Credit, Communications and Public Works, Agricul- 
ture, Public Health and Social Welfare, the Presidents of the 
Bank of Guatemala and of the Institute for the Development 
of Production, and three representatives of the President of 
Guatemala). 


4 This relates to agencies that represent the origin of the present system. 


Technical agencies 


Standing Committee of the Natio 
Development Council (Vice-Chairms 
and the Technical and Executive Sec 
taries). 


National Planning and Co-ordination I 
partment (directed by the Minister 
Planning and Co-ordination). 


Technical Advisory Service. Office of 1 
President (under which comes the Tech 
cal Secretariatof COPLANand the Gen 
al Secretariat of the Development Counc 


ODEPLAN, for this purpose under 1 
supervision of the Director of Plannin; 


Planning Department. 


Planning Office, Office of the President. 


Technical Secretariat of the Central Planni 
Board. 


Co-ordinating Office. 


General Office of Economic Planning. 


Technical Planning Office, directed by 
Executive Secretary. 


General Secretariat of the National Coun 
of Economic Planning. 


agencies in Latin America 
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Sectoral agencies 


Regional agencies 


The Ministry of Public Works and Services 
and certain State enterprises work out 
sectoral programmes. 


In process of organization. 


COPLAN’s Sectoral Co-ordination Com- 
mittee. 


Sectoral planning section of ODEPLAN. 

The sectoral offices in the Ministries of 
| Economics, Public Works, Mines, Agri- 
| culture, and Education. 


Planning Committees (which establish the 
general policy, and are presided over by 
the Minister concerned). Offices of 
Planning, Co-ordination and Evalua- 
tion (technical). 


Each Ministry has to translate the instruc- 
tions of the Central Planning Board into 
specific plans for each sector and unit. 


In process of organization. 


Planning Committees are being organized 
in the Ministries of Public Works, Agri- 
culture, Education and Public Health. 


Main achievements 


Federal Investment Council (an Assembly with 
one representative for each Province; a 
Standing Committee consisting of eight 
Provincial Ministers, and a General Secre- 
tariat, the technical organ). 


In process of organization. 


COPLAN’s Regional Co-ordination Commit- 
tee. Department for the Development of the 
Nordeste. Department for the Plan for the 
Economic Development of Amazonia. 
Committee on the San Francisco Valley. 
Planning Group of the State of Sao Paulo. 
Council for the Development of the South. 


Regional planning section of ODEPLAN. 
Regional planning agencies (ORPLAN) 
Council of Provincial Administration. 


Departmental Government: Advisory Council 
(policy) and Departmental Planning Section 
(technical). Autonomous Development 
Corporations: Cauca, Magdalena and Sint, 
the Bogota savannah and Ubaté-Chiquin- 
quira. 


National Development Council: National De- 
velopment Plan, 1965-69; Federal Investment 
Council: Bases for the regional development of 
Argentina’s economy. 


Economic and Social Development Plan, 1962— 
71; detailed sectoral plans. 1963-64; Biennial 
economic and social development plans, 1963— 
64 and 1965-66. 


Target plan (1957-60): Three-Year Economic 
and Social Development Plan, 1963-65; 
Government Programme of Economic Action, 
July 1964 to March 1967. 


National Economic Development Programme, 
1961—70; sectoral short-term plans and plans 
for the preparation, financing and execution of 
projects (energy, steel, petroleum, etc.). 


General Economic and Social Development 
Plan, 1962-70; Four-Year Public Investment 
Plan, 1961-64; sectoral plans. 


Inventory of investment projects; performance 
budget National Economic and Social De- 
velopment Plan for 1965-69. 


Plan for the National 
beginning 1962). 


Economy (Annual, 


A diagnosis for the Development Plan is in pre- 
paration. 


General Economic and Social Development 
Plan, 1964-73; bases and directives for the 
programming of Ecuador’s economic develop- 
ment; Short-term Development Plan. 


Two-Year Public Investment Programme, 1964— 
65; performance budget; inventory of projects. 
National Economic and Social Development 
Plan for 1965-69. 


Inventory of public investment projects. A 
performance budget is in preparation, and a 
diagnosis for the 1965-69 Five-Year Plan. 
National Economic and Social Development 
Plan for 1965-69. 


[continued overleaf 
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Table 


Country: (1) Year when first planning 
agency established;* (2) Date when 
present system established 


Agencies responsible for policy lines 
(Title and membership) 


Technical agencies 


Haiti . 
(1) 1962 
(2) July 1963 


Honduras 
(1) 1955 
(2) February 1955 


Mexico . 
(1) 1958 
(2) March 1962 


Nicaragua 
(1) 1952 
(2) February 1952 


Panama. 
(1) 1959 
(2) June 1959 


Paraguay 
(1) 1948 
(2) September 1962 


Peru 7 
(1) 1962 
(2) October 1962 


Uruguay 
(1) 1960 
(2) January 1963 


Venezuela 
(1) 1958 
(2) December 1958 


National Development and Planning Council (Members of the 
Standing Executive Council on Economic Freedom, and of 
the Grand Technical Council on Natural Resources and 
Economic Development). The Council acts through an 
Executive Committee. 


National Economic Council (the Secretaries of State for 
Finance and Economic Affairs, Public Works, and Natural 
Resources, the Presidents of the Central Bank and the 
National Development Bank, and representatives of the 
private sector and of the trade unions). 


Inter-Ministerial Committee (representatives of the Office of 
the President and of the Ministry of Finance and Public 
Credit). 


National Economic Council (Ministers of Economic Affairs, 
Finance, Development, and Agriculture, the Presidents of 
the Central Bank and of the National Bank, and the General 
Manager of the National development Institute. Planning 
Office, Office of the President). 


General Office of Planning and Administration, Office of the 
President. 


National Council for Economic Co-ordination (President of 
Paraguay, the Ministers of Finance and Economic Affairs, 
the Chairman and a representative of the Monetary Board of 
the Bank of Paraguay. Two members of the Chamber of 
Representatives attend in an advisory capacity. The Presi- 
dent may appoint three other members). 


National Council for Economic and Social Development 
(President of Peru, Ministers of Finance and Trade, De- 
velopment and Public Works, Education, Health and Social 
Welfare, Agriculture, Labour and Indigenous Affairs, and 
the Armed Services Departments, and the Chief of the 
National Planning Institute). 


Committee on Research and Economic Development (Min- 
isters of Finance, Agriculture, Industry and Labour, 
Foreign Affairs, Public Works, Public Health, and Education 
and Social Welfare). 


President of Venezuela, in the Council of Ministers. 


® This relates to agencies that represent the origin of the present system. 


Studies Agency of the Standing Executi 
Council on Economic Freedom. 


Secretariat of the National Economic Cou 
cil. 


Technical office of the Inter-Minister 
Committee. 


Planning Office, Office of the President. 


General Office of Planning and administ1 
tion. Departments of Planning, Budg 
Administrative Organization and Perso 
nel Administration. 


Technical Office for Economic and Soci 
Development Planning, Office of the Pre 
dent (Executive Secretary). 


National Planning Institute (whose Chi 
has the rank of Minister), the Adviso 
Planning Council (presided over by t 
Chief of the Institute, with a membersh 
of representatives of entrepreneu 
workers, professionals and universitie 


Technical Secretariat of the Committee | 
Research and Economic Development. 


Central Office for Co-ordination and Pla 
ning. 


angle and on that narrow basis framed its policy of 
action. 


The new agency was endowed by the legislation with 
the requisite flexibility to provide a public service of a 
special technical nature hitherto unknown in Brazil’s 
administrative structure. It was guaranteed specific 
funds (2 per cent of the national tax revenue), adminis- 
trative autonomy, a juridical personality and full govern- 
ment authority. It is directed by a Deliberative Council 
and an Executive Secretariat. On the Council are the 
Governors of the ten States of the Nordeste, and repre- 
sentatives of the Ministries and autonomous agencies 
that operate there. Although the Council is legally a 
deliberative and regulatory organ, all its decisions must 


be based on the technical studies prepared by the Execu- 
tive Secretariat. The latter comprises six departments 
dealing with the infrastructure, human resources, natural 
resources, agriculture and supplies, industrialization and 
general administration. 


(ii) Activities 
SUDENE has drawn up its first and second master 
plans, comprising groups of specific projects related to 
the broad lines of policy for the region’s development. 
SUDENE acts as co-ordinator by applying its own 
resources, and the formulating directives for the use of 


funds supplied by other agencies. It does not always 
allocate its own resources directly, and often makes use 
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Main achievements 


The Secretaries of State work out sectoral 
programmes. 


The secretaries of the Ministries, the 
decentralized agencies and the enter- 
prises with State participation all work 
out investment programmes. 


In process of organization. 


: 


Twelve sectoral planning offices are in 


Valle Papalcapan Basin Project. 


Offices for the planning of geographical and 


Short-term plan (two-year investment plan). 


National Public Investment Plan, 1963-64; 
preliminary version of the Four-Year Econo- 
mic and Social Development Plan, 1962-65. 
National Economic and Social Development 
Plan for 1965-69. 


Short-term plan, 1962-64. Sectoral Plans. 


Inventory of public investment projects. A per- 
formance budget is in preparation. National 
Economic and Social Development Plan for 
1965-69. 


Economic and Social Development Programme 
1963-70; report on public investment projects 
(1961); economic report (1961-62). 


National Economic and Social Development Plan 
for 1965-69. 


Analysis fo Peru’s economic and social situation, 


course of organization. 


economic regions, and political and adminis- 
trative divisions, are envisaged. There are 
development corporations for Cuzco, Are- 
quipa, Madre de Dios, Tacna, Puno and Ica. 


publicinvestment programme, 1964-65 ; perfor- 
mance budget since 1963, the development Plan 
is in preparation (1965-69). 


Sectoral offices are being established in the 
Ministries and decentralized bodies. 


Sectoral offices in the Ministries and The Venezuelan Corporation 
autonomous institutions. Sectoral co- 
ordination groups. 


cil. 


Committee to promote the development of 
the Andes; and the Zuliano Planning Coun- 


Economic Survey of Uruguay. Ten-Year, three- 
year and annual plans are prepared. 


National Plan, 1963-66; Four-Year Plan, 1960— 
64; National Plan, 1962; annual operational 
plans. 


of Guayana; 


of project contracts or agreements, with public bodies 
at different administrative levels or with private enter- 
prises, particularly in the fields of hydrology, geology, 
education and public health. 


4. COLOMBIA 


(a) Present organization 


In 1951 a Planning Office was set up as part of the Office 
of the President, but it did not take definite shape until 
November 1958, and was remodelled in December 1963. 
Planning organization is divided into the national, 
sectoral and regional levels. 


(1) National Planning 

The national planning agencies are at the Presidential 
level. There is a National Council on Economic Policy, 
which determines the main lines of policy; the Planning 
Department, which is responsible for the technical 
preparation of the plan; and the Economic Advisory 
Group, which represents the views of the private sector. 
The National Council is under the chairmanship of the 
President and comprises Ministers with economic 
responsibilities, the Chief of the Planning Department, 
the Manager of the Bank of Colombia and the Manager 
of the National Federation of Coffee Growers. The 
Planning Department consists of the departmental chief 
with a technical and administrative staff who work out 


340 Part THREE. Economic Poticy AND PLANNING IN LATIN AMERIC 


the plans. The Economic Advisory Group, which is 
presided over by the Chief of the Planning Department, 
has eight members appointed by the President of 
Columbia on the basis of nominations by trade associa- 
tions. 


(ii) Sectoral planning 

The sectoral units form part of the Ministries and 
decentralized agencies. In March 1960 Planning Com- 
mittees were set up, each provided over by the Minister 
concerned, to indicate broad policy lines and provide a 
link with the National Council on Economic Policy and 
with the Offices of Planning, Co-ordination and Evalua- 
tion that constitute the technical cadres. 


(iii) Regional Planning 

Regional planning agencies are of two kinds: those 
that operate within the Departmental Governments, 
and the regional autonomous corporations. The Depart- 
mental Governments have set up two planning bodies: 
an Advisory Council to establish general principles and 
a Departmental Planning Section for the technical work. 
The Departmental Advisory Council is presided over 
by the Governor and has four members (two appointed 
by the Governor and two elected by the Assembly from 
among the Governor’s nominees). There are autonomous 
regional development corporations for Cauca, for the 
Magdalena and Sint valleys, for the Bogota savanna 
and for the Ubaté and Chiquinquira valleys. The 
Cauca Corporation was formed in October 1954 to make 
better use of the natural resources in an area of 37,000 
square kilometres. It built the Yumbo thermoelectric 
plant of 62,000 kW, and is now constructing the Calima 
hydro plant and preparing projects for flood control, 
irrigation and drainage covering 18,000 hectares. 


(b) Activities 

The planning activities carried out include the prepara- 
tion of the General Economic and Social Development 
Plan, published in December 1961; the Four-Year Public 
Investment Plan for 1961-64, published in December 
1960 and subsequently brought up to date for 1962-65; 
and sectoral plans, of which the plan for industry was 
published in 1962, and those for agriculture, energy, 
fuels and transport are incourse of preparation. An ECLA 
Advisory Group, set up in May 1959, co-operated in these 
activities. 


5. CosTA RICA 


(a) Present organization 


The Planning Office was established by legislation 
enacted in January 1963, under a Director appointed by 
the President of the Republic and dizoctly subordinate to 
him. It has departments dealing with medium and long- 
term plans, annual plans, co-ordination and secretariat 
matters, project evaluation, financing, administrative pro- 
ductivity and efficiency, and programme control. Sectoral 
programming units are being set up and the transport 
unit is already in operation. In order to determine 
priorities for investment projects, in both the public and 
private sector, a Technical Committee for the Evaluation 
of Investment Projects was established to advise the 
President of Costa Rica. Its members are Ministers, 
senior government officials and representatives of 


private associations. To ascertain the private sector 
views, a Consultative Planning Committee was s¢ 
up, consisting of the Director of Planning, the heads 
the departments concerned, respectively, with long an 
medium term and with annual plans, and six representa 
tives of private agencies associated with the national plar 
The latter are selected from among the groups of thre 
candidates proposed by the private agencies, which i 
accordance with the legislation must include at least on 
labour organization. 


(b) Activities 

The OAS/IDB/ECLA Joint Central American Pro 
gramming Mission is at present working with th 
Planning Office. A list of investment projects has bee) 
drawn up and a performance budget prepared, concur 
rently with the traditional budget, and a diagnosis of th 
economy effected. An internal assessment of the Nationa 
Economic and Social Development Programme for 1965 
69 is now being made. 


6. Cusa§ 


(a) Present organization 


Cuba’s planning agencies form part of the proces 
of political and economic change initiated in 1956 
whose essential feature is the institution of the centrall 
planned system of economy. Hence the planning syster 
is the result of nationalizing most of the existing enter 
prises and transforming the financial and market system 
and subordinates economic activity to State plans. It 
function is not only to forecast the future operation o 
the economy, but also to plan production and suppl 
and to guide the specific action of State enterprises tha 
carry out most of the nation’s economic activities. 

The highest planning authority is the Central Plannin, 
Board (JUCEPLAN), which consists of a Committe 
of the Whole, an Executive Committee and severa 
departments. The Committee of the Whole is preside 
over by the Prime Minister, and its members are th 
Ministers with economic responsibility; the Minister o 
Economic Affairs acts as the technical secretary of th 
Committee. The Executive Committee is appointed by 
the Committee of the Whole, and the departments dea 
with general questions, agriculture, industry, interna 
trade, public works and labour, and commodity balance 
sheets and statistics. 

(b) Activities 

Annual plans have been prepared since 1962 in line 
with the following procedure: on the basis of genera 
guidelines issued by the Council of Ministers, JUCEPLAN 
prepares draft political and economic directives whict 
constitute the first stage of the plan; these directive: 
establish targets for production, supply and investmen: 
and balance-sheets in quantity terms for the majo1 
products; the Ministries and decentralized agencie: 
then proceed to draft the details of their own plan ir 
accordance with these directives. At the next stage 
JUCEPLAN reconciles the different programmes of 
action and presents the plan to the Council of Minister: 
for final consideration. 


8 For a more detailed analysis of Cuba’s economic organization 
see Economic Survey of Latin America, 1963 (United Nations publi 
cation, Sales No. 65.11.G.1), Part IV. 
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7. CHILE 
(a) Background information 

The National Economic Development Programme 
(Programa Nacional de Desarrollo Econémico, 1961-70) 
was prepared by the Production Development Corpora- 
tion (CORFO), a State development and investment 
agency set up in 1939. CORFO has a Council and an 
executive organization. The Minister of Economic 
Affairs, Development and Reconstruction is the Chair- 
man of the Council, and its members are representatives 
of the President of Chile, the major government agencies 
and economic interests; the executive organization is 
headed by the Executive Vice-President, who is appoint- 
ed by the President of Chile. Subsequently, the Ministry 
of Economic Affairs, Development and Reconstruction 
was assigned the task of preparing economic develop- 
ment projects, co-ordinating the investment of govern- 
ment funds and determining the order of priority for 
investment plans. The Economic and Reconstruction 
Programming Committee was established in October 
1960 under the direction of the Minister of Economic 
Affairs, Development and Reconstruction, and was 
composed of Ministers with economic responsibilities 
and senior government officials; its function was to 
advise on economic policy and to see that the National 
Economic Development Programme was carried out. 
CORFO acts as the secretariat of the Committee. In 
September 1961 the Provincial Development Committees 
were set up as advisory agencies representing the public 
and private sectors in each Province. The Intendente 
of the Province served as Chairman, and the Committee 
was composed of representatives of the public and private 
sectors, with CORFO acting as the secretariat. 


(b) Present organization 


In November 1964 the system was revised and the new 
institutions are now being established. A National 
Planning Office (ODEPLAN), now acts as adviser to 
the President; it is headed by the Secretary General for 
Planning, who maintains contact with the President 
and attends the meeting of Ministers. Its technical 
administration is in the hands of the Director of Planning, 
who has five departments under him: General Planning 
(including sections for foreign trade, the public sector, 
and the co-ordination of sectoral plans), Sectoral Planning, 
Regional Planning, Technical Assistance and Legal 
Affairs. Sectoral offices operate in the Ministries of 
Economic Affairs, Public Works, Mines, Agriculture, 
and Education, and are linked to the National Planning 
Office through the Sectoral Planning Section. Regional 
planning agencies (ORPLAN) are now being set up to 
plan and promote the economic development of specific 
regions; the Bio-Bio Basin agency is already in operation. 
Provincial administration councils were established, by 
a decree of February 1965, under the direction of the 
Intendente of each province, they are composed of 
representatives of the various government agencies and 
of the private sector; the Executive Secretary is appointed 
by the /ntendente and the Technical Secretary by CORFO. 
Their terms of reference include the study of regional 
plans. 

(c) Activities 

The National Economic Development Programme, 

1961-70, was drawn up by CORFO, on completion of 


the necessary basic research and sectoral plans. Since 
it was first established, CORFO has not only prepared 
plans and projects, but has put them into operation and 
secured the funds needed; in particular, it has been 
active in the fields of electric energy, petroleum, steel, 
certain manufacturing industries, and mining. The 
National Planning Office is now reviewing the National 
Development Programme and working out short-term 
economic policies. 


8. ECUADOR 


(a) Present organization 
The National Board for Economic Planning and 
Co-ordination was founded in May 1954, to advise the 
Office of the President on questions of planning. 


The Board is composed of the Ministers of Develop- 
ment, Economic Affairs, Finance, and Public Works, 
the General Managers of the Central Bank of Ecuador 
and the National Development Bank, and three citizens 
of note with suitable qualifications and experience, 
appointed by the President of Ecuador. Its main task 
is to study the development plans and measures proposed 
by the General Office of Economic Planning and to 
submit them, with its comments, to the President. It 
also examines the Ministry programmes of expenditure, 
and considers applications for external financing. 


The technical work of preparing basic studies, plans 
and projects falls to the General Office of Economic 
Planning, which has a technical and an administrative 
department. According to the legislative decree establish- 
ing the planning system, sectoral offices were to be set up 
within the Ministries; but as in practice they are not yet 
functioning properly, the National Planning Board 
itself collects most of the sectoral data. A system of co- 
ordination between the National Planning Board and 
the agencies responsible for executing plans and projects 
is now being organized. 


(b) Activities 
The work done thus far has consisted mainly in drawing 
up the bases and directives for the programming of 
Ecuador’s economic development (prepared in 1958 and 
1959), the Short-Term Development Plan (drafted in 
1960 and 1961) and the General Economic and Social 
Development Plan, 1964-73, completed in 1963. 


9. EL SALVADOR 
(a) Present organization 


The National Council for Economic Planning and 
Co-ordination was established by a decree of April 1962 
to formulate economic policy and undertake program- 
ming studies. Its members are the President of El 
Salvador, the Ministers with economic responsibility, 
the President of the Central Reserve Bank, two represen- 
tatives of the private sector, and the Executive Secretary. 
The studies are carried out by the Technical Planning 
Office, which is directed by an Executive Secretary and 
includes departments dealing with economic and social 
planning, physical and technical planning, investment 
projects, economic and social research, economic statis- 
tics and information, administration, public adminis- 
tration, legal affairs, and the co-ordination of technical 
assistance. 
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Planning committees are being organized in the 
Ministries of Public Works, Agriculture, Education, and 
Public Health, for the preparation of sectoral plans. 
The members of these committees include a representa- 
tive of the Technical Office. 


(b) Activities 

A Two-Year Public Investment Programme, 1964-65, 
was prepared, the second year of which, after revision, 
will constitute the first year of the Five-Year Plan. Thus 
the Five-Year Plan will from the outset have an adequate 
operational content. A performance budget was pre- 
pared and a list of projects drawn up. Work is now 
going ahead on the revision of the National Economic 
and Social Development Plan (1965-69), prepared in co- 
operation with the OAS/IDB/ECLA Joint Central 
American Programming Mission. 


10. GUATEMALA 
(a) Present organization 


By a decree of November 1954, the National Economic 
Planning Council was set up under the direction of the 
President of Guatemala, and with the following members: 
the Ministers with economic responsibility, the President 
of the Bank of Guatemala and the President of the 
Institute for the Development of Production, and three 
representatives of the President of Guatemala. The 
Council’s function is to guide, project and co-ordinate the 
country’s economic development. In particular, it is 
required to prepare a five-year plan, to study tax and 
administrative measures for its implementation, to review 
the annual budget estimates and, in general, to advise 
the Government on economic policy questions. Its 
technical agency is the General Secretariat, which is 
responsible for carrying out the studies and preparing 
the documents that serve as the basis for the Council’s 
discussions. 

(b) Activities 

The OAS/IDB/ECLA Joint Central American Pro- 
gramming Mission is now co-operating in planning 
activities in Guatemala. A list of public investment 
projects has been drawn up and a performance budget 
is in course of preparation. National accounts have 
been prepared as a basis for a provisional economic 
diagnosis, together with general projections covering a 
period of ten years. In addition, work is proceeding on 
a sectoral description and analysis. The Economic and 
Social Development Programme for 1965-69, prepared 
in co-operation with the Joint Central American Pro- 
gramming Mission, is in the final stage of revision. 


11. Haiti 


(a) Background information 
An OAS/IDB/ECLA technical co-operation mission 
was set up at the end of 1961. In January 1962 a Standing 
Executive Council for Economic Freedom was estab- 
lished, and in March of that year it was provided with 
an agency for carrying out studies. 


(b) Present organization 


The National Development and Planning Council was 
set up in July 1963, under the direction of the President 


of Haiti, with policy-making and supervisory function 
The operational agency is the Executive Committe 
which is directed by a Vice-President appointed by tl 
President of Haiti. The Study Agency of the Standir 
Executive Council for Economic Freedom serves bot 
as secretariat and technical office. 


(c) Activities 
The Study Agency has prepared a Short-Term Pla 
consisting of a two-year investment programme, t 
sector. 


12. HONDURAS 


(a) Present organization 


The National Economic Council was established ; 
February 1955 as a central planning agency attache 
to the Office of the President. It is an autonomoi 
body of seven members headed by the Secretary of Sta 
for Economic and Financial Affairs; the other membe 
are the Secretaries of State for Public Works and Natur. 
Resources, the Presidents of the Central Bank of Hondur: 
and the National Development Bank, and two represe1 
tatives of the private sector. The technical side of tt 
work is carried out by a secretariat responsible for pla: 
ning and co-ordination. Sectoral offices have been set u 
in the Ministry of Public Works and Communication 
the Ministry of Natural Resources, the Ministry of Educ 
tion, and the National Electric Power Company. 


(b) Activities 

A preliminary version of the Four-Year Economic an 
Social Development Plan, 1962-65, was prepared on tk 
basis of the study undertaken by ECLA in 1960 in c 
operation with the Government of Honduras. In Marc 
1962 the Government asked the OAS/IDB/ECLA A 
hoc Committee on Co-operation to send a mission 1 
review the Four-Year Plan, as the aim was to begi 
implementing it in 1963. Since it was not broken down t 
sufficiently detailed level and did not include enoug 
projects, it was decided to use the preliminary versio 
of the plan as the basis of a two-year public investme: 
plan for 1963 and 1964, without renouncing the prepars 
tion of the medium-term plan. 


13. MExICcO 


(a) Present organization 

A National Investment Committee was set up in 195: 
attached to the Office of the President, to determine th 
total, and priorities, for public investment. From 195 
onward this function was transferred to the Public Inves 
ment Department of the Office of the President. In Jun 
that year a presidential decree required the Secretaric 
of State, decentralized agencies and enterprises in whic 
the State participated to prepare investment programme 
for the years 1960-64, and made it compulsory to obtai 
the President’s authorization for any allocation 
budgetary funds or investment financing. In 1959 th 
Public Sector Committee on Imports was established t 
ensure a more rational use of foreign exchange. I 
August 1961 a Presidential resolution on economic an 
social development planning was issued, and in Marc 
1962 an Inter-Ministerial Committee was set up, consis! 
ing of representatives of the Office of the President an 
the Ministry of Finance and Public Credit, as the agenc 
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_ responsible for short and long-term economic and social 
planning. Thus the policy-making and controlling 
powers of the Office of the President were co-ordinated 
with the financing of expenditure and investment, which 
is the function of the Minister of Finance and Public 


Credit. 


(b) Activities 
The Inter-Ministerial Committee helped to prepare the 
Short-Term Plan, 1962-64, and subjects it to constant 
revision. 


14. NICARAGUA 


(a) Present organization 


The Planning Office was established in February 1952 
as a dependency of the Office of the President, for the 
purpose of preparing a national economic and social 
development plan. It is headed by a Director General 
appointed by the President. There is also a National 
Economic Council, composed of the Ministers of Econo- 
mic Affairs, Finance, Development, and Agriculture, the 
Presidents of the Central Bank and the National Bank, 
and the General Manager of the National Development 
Institute; Congress may also be represented. Its function 
is to discuss the country’s economic and social problems 
and to record its members’ opinions on the subject. 
The Council communicates these views to the Planning 
Office for its consideration. 


(b) Activities 

A list of public investment projects has been drawn up, 
a performance budget is in course of preparation, and 
diagnosis is being prepared. The OAS/IDB/ECLA Joint 
Central American Programming Mission is working with 
the Planning Office. The Development Programme for 
1965-69 is being revised and subjected to internal 
evaluation. 


15. PANAMA 


(a) Present organization 


The central planning agency is the General Office of 
Planning and Administration, which is attached to the 
Office of the President and operates under his immediate 
supervision. It was established in June 1959 to co-ordinate 
and direct activities relating to planning, budget prepara- 
tion, administrative organization and personnel adminis- 
tration. Each of these activities is dealt with by a separate 
department; the Planning Department carries out studies, 
prepares the development plan and advises on economic 
policy; the Budget Department prepares the annual 
estimates of resources and expenditure, and makes 
recommendations on fiscal policy; the Administrative 
Organization Department’s task is to introduce improve- 
ments in the organization of the public administration; 
the Personnel Administration Department is responsible 
for rationalizing the work of public officials in line with 
modern methods. Sectoral planning offices are now being 
set up in the Ministries and autonomous agencies; but 
the distinctive feature of Panama’s system is the incor- 
poration of the Budget Office in the Planning Office. 


(b) Activities 
These include the preparation of the Economic and 
Social Development Programme, 1963-70, a report on 
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public investment projects (July 1961) and the economic 
report (February 1962). 


16. PARAGUAY 


(a) Present organization 

The National Council for Economic Co-ordination 
was established in November 1948 as a dependency of 
the Office of the President to direct economic policy and 
planning. It is directed by the President of Paraguay 
and consists of the Ministers of Finance and Economic 
Affairs, and the Chairman and a representative of the 
Monetary Board of the Bank of Paraguay. The President 
of the Council can appoint as members up to three 
persons of recognized competence in economic affairs; 
in addition, two members of the House of Representatives 
have the right to attend in an advisory capacity. 

The Technical Office for Economic and Social Develop- 
ment Planning, attached to the Office of the President, 
was established in September 1962. It is directed by an 
Executive Secretary, who is appointed by the Executive, 
and is also technical advisor to the National Council for 
Economic Co-ordination. 


(b) Activities 
A two-year plan for 1965 and 1966 has been drawn up 
by the Technical Planning Office, with the assistance of 
the IDB/OAS/ECLA Advisory Group set up at the end 
of 1962. 


17. PERU 


(a) Background data 

The Central Office for Studies and Programmes of 
the Ministry of Finance and Trade was established in 
1961; in 1962 it published a series of studies which 
represented a provisional diagnosis of the Peruvian 
economy. The Central Reserve Bank drew up a draft 
National Economic and Social Development Plan for 
1962-71. At the regional level, a plan for the develop- 
ment of Southern Peru was prepared, and another for 
the development of the central zone. 


(b) Present organization 

The national economic and social development system 
came into being in October 1962, and consists of the 
National Council for Economic and Social Development, 
the National Planning Institute, the Advisory Planning 
Council and the sectoral and regional offices. 

The National Council for Economic and Social 
Development lays down the guiding principles of planning. 
It is under the direction of the President of Peru, who 
may designate a member to act on his behalf; the 
members are the Ministers with economic responsibility. 
an Armed Forces Minister and the Director of the National 
Planning Institute. Its decisions are not valid unless 
approved by the President. 

The National Planning Institute is the central technical 
agency whose main task is to formulate the long, medium 
and short-term plans, keep them up to date, and super- 
vise their implementation. The Director of the Institute, 
who has the rank of Minister, is responsible directly to 
the President of Peru. ‘ 

The National Planning Institute has an Advisory 
Planning Council through which the private sector can 
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participate in the preparation and discussion of plans. 
Its Chairman is the director of the National Planning 
Institute, and it consists of not more than twenty members, 
selected by the President of Peru from a panel of can- 
didates of which three each are proposed by bodies 
representing the entrepreneurs, workers, professionals 
and universities. 

The sectoral and regional offices are to be established 
at the Ministerial level and at the level of regional 
administration, under the administrative authorities 
concerned and in close co-ordination with the National 
Planning Institute. Twelve sectoral offices are now in 
process of organization. At the regional level, future 
planning offices are envisaged for geo-economic regions, 
and for the existing political and administrative divisions. 
In addition a number of Departmental development 
corporations are operating independently, and without 
relation to the plan, in Cuzco (1957), Arequipa (1958), 
Madre de Dios (1960), Tacna (1961), Puno (1961) and 
Ica (1963). 

(c) Activities 

The National Planning Institute enlisted the co- 
operation of the Advisory Group of the OAS/ECLA/ 
IDB Ad hoc Committee on Co-operation which was set 
up in March 1963. It completed a diagnosis of Peru’s 
economy in July 1963 and a public investment plan in 
June 1964, and drew up a performance budget. It is 
now preparing a development plan for 1965-69. 


18. DOMINICAN REPUBLIC 
(a) Present organization 


The National Planning Board was established in 
January 1962, directly subordinate to the Council of 
State. It is presided over by a representative of the 
Executive and its members are the Co-ordinating Secre- 
tary, the Director General of Integrated Planning and 
the Director of Economics and Co-ordination for 
Government Expenditure. The Board has an Advisory 
Council composed of the Secretaries of State with 
economic responsibility and. the Governor of the Central 
Bank. Its technical and executive agency is the Co- 
ordinating Office, which comprises a Technical Depart- 
ment of Integrated Planning (with a number of divisions 
dealing with statistics, with economic, regional and 
urban planning, with public utilities, and with control 
activities), a legal department and a division of adminis- 
tration. Its main function is to prepare and execute the 
economic and social development programmes, and 
periodically revise them and to co-ordinate technical 
assistance. 


(b) Activities 
The preliminary work for preparing the diagnosis is 
at present under way. An advisory group of the OAS/ 


ECLA/IDB Ad hoc Committee on Co-operation is 
being organized to co-operate in this work. 


19. URUGUAY 
(a) Present organization 
The Committee on Economic Research and Develop- 
ment (CIDE) was set up by two decrees issued in January 


and March 1960, ratified by a law enacted in December 
1961, for the purpose of formulating basic short, medium 


and long-term development plans and studying the 
financing. In January 1963 it was decided that th 
Committee should be directed by the Minister of Financ 
and consist of the Ministers concerned with economi 
affairs. A Technical Office was set up to carry out actus 
planning work. Sectoral offices are being installed in th 
Ministries and decentralized bodies, and links with th 
private sector are envisaged in the form of future advisor 
committees. 


(b) Activities 

The economic survey of Uruguay was completed 1 
July 1963 with the assistance of an Advisory Plannin: 
Group of the OAS/ECLA/IDB Ad hoc Committee o 
Co-operation. This study, which constitutes a diagnos 
of the economy, defines the incentives and obstacles t 
development, includes a list of investment project: 
presents a provisional projection of external saving: 
and submits for a political decision a number of basic 
questions affecting the subsequent preparation of the 
plan. The ten-year, three-year and annual plans are 1 
course of preparation; the National Government Counc 
laid down the essential bases for these plans, including 
decision that the variable to be raised as high as possibl 
was employment in the three-year plan, and incom 
in the ten-year plan. 


20. VENEZUELA 


(a) Present organization 


The planning agencies at present operating in Vene 
zuela were established in December 1958. The preparatio: 
and execution of plans are supervised by the Presiden 
of Venezuela in the Council of Ministers, with advisor 
assistance from a Central Office for Co-ordination an 
Planning. This Office has a Board of Directors—heade 
by an Executive Director—appointed by the Presiden 
of Venezuela. The terms of reference of the Centra 
Office for Co-ordination and Planning are those of | 
planning agency, namely, to study social and economi 
development, to prepare the annual performance budget 
to propose the broad lines of physical planning, t 
maintain an information system, to supervise the trainin; 
of public officials and to consider legislative reforms o 
an economic nature. The Central Office for Co-ordinatio1 
and Planning is assisted in its activities by the sectora 
offices, which come under the Ministry or autonomou, 
institute concerned, but deal directly with the Centra 
Office. 

With a view to preparing the sectoral plan and estab 
lishing contact with the private sector, the Centra 
Office sets up groups to co-ordinate the activities o 
different agencies. A case in point is the Committee or 
Industries, set up in 1961 under the chairmanship of th« 
Minister of Development or the Director of CORDI. 
PLAN, and composed of the following members: the 
President of the Venezuelan Development Corporatior 
and the Venezuelan Corporation of Guayana, the 
Director of Industry of the Ministry of Development. 
and the Director of the Industrial Sector of CORDI 
PLAN. 

The Ministries and autonomous institutes select anc 
prepare projects within their own sphere of action, in 
line with the general policy laid down by the Plan. Most 


« 


‘i 


- 


VIII. Piannine 1n Latin AMERICA 


345 


of them have specialized units responsible for this work. 
The only link with Parliament occurs when the budget 
or legislation on economic policy is being considered. 
The Constitution stipulates that the President’s yearly 
Message to Congress must include a broad outline of the 
National Economic and Social Development Plan. 


(b) Activities 
The first four-year programme for 1960-64 was 
ready in 1959, and the plan for 1962 by the end of 1961. 
The National Plan, 1963-66 was prepared in the light of 
this earlier experience and of the current economic 
situation, and is now in course of execution. 


C. THE PLANS 


1, THE PRESENT SITUATION 


This section is concerned with the content of the 
medium and long-term general development plans of the 
following countries: Argentina (1965-69), Bolivia 
(1962-71), Chile (1961-70), Colombia (1961-70), Ecuador 
(1964-73), Panama (1963-70) and Venezuela (1963-66). 
Tt will also deal with the short-term plans of Brazil 
(1964-66), Mexico (1962-64), and Paraguay (1965-66), 
and with the public investment plans of Colombia 
(1961-64), Honduras (1963-64) and Peru (1964-65). The 
position with respect to the other countries is as follows: 
in Haiti a two-year investment programme for the 
different sectors has been concluded; in the Dominican 
Republic the National Planning Board is engaged on the 
preliminary work preparatory to embarking on a 
diagnosis; in Uruguay the Economic Research and 
Development Commission finished its economic study 
of Uruguay in 1963 and, with the aid of an advisory group 
belonging to the OAS/IDB/ECLA Ad Hoc Committee 
on Co-ordination, is now drafting ten-year, three-year 
jand annual plans. In Cuba the Central Planning Board 
has since 1962 been drawing up annual plans as part of 
its projections to 1965. 

In Central America the preliminary versions of the 
1965 development plans were completed in late 1964 
and are now being evaluated internally prior to drafting 
of the final test and submission to the Panel of Nine of 
the Alliance for Progress. The plans were prepared by 
the national planning offices of Costa Rica, El Salvador, 
Guatemala, Honduras and Nicaragua, with the help of 
the OAS/IDB/ECLA Joint Central American Program- 
ming Mission. They wre all prepared on the same basis: 
each has an over-all programme, a public investment 
programme (divided into transport, energy, housing, 
health and education), an agricultural programme and 
an industrial programme. 


2. METHODOLOGY 


The methodology employed for the different plans in 
Latin America is based, in broad outline, on the tech- 
niques set forth by ECLA in the series entitled Analysis 
and projections of economic development. For dealing 
with specific planning assignments, however, the method- 
ology has naturally been broadened in scope and content 
and tailored to suit the situation in each country. The 
main difference is one of approach: the projection 
technique is used, on the one hand, to quantify problems 
and, on the other, to quantify specific development 
targets. The methodology has also been made more 
comprehensive as regards the preparation of public 


® In Colombia a separate public investment plan was made, with 


_ due regard for the resources of the over-all development plan and 


investment programmes.? The main instruments used 
have been national accounts, input-output models and, 
for financing aspects, flow-of-funds accounts. Simula- 
tion models are now being computed in Chile and Vene- 
zuela for the analysis of short-term policy. 

The peculiarities of each case determine the approach 
adopted, the variables considered and the method used 
to calculate them. In Bolivia the projection of total 
consumption has been based on the targets established 
for raising the level of living (as regards food in par- 
ticular); in Colombia a public investment plan has been 
prepared; in Chile extensive studies have been made of 
certain sectors; in Ecuador attention has been focused 
on wages and prices; while in Venezuela the aim was to 
increase employment as much as possible. 


3. ANALYSIS OF NATIONAL PLANS 


(a) Argentina: National Development Plan for 1965-69 
(i) Targets and objectives 

The Plan postulates a rate of growth compatible with 
the capacity to import that would enable import sub- 
stitution to progress and ensure a sufficient volume of 
investment to remove the principal bottlenecks in the 
infrastructure. At the same time it proposes to restore 
former consumption levels and eliminate inflationary 
pressures. To achieve these aims, the agricultural 
sector—on which exports depend—will have to become 
more dynamic through better utilization of land, since 
it is unlikely that new areas will be farmed or far-reaching 
technical innovations made in the near future. The 
physical targets set up are the increase of pastureland 
by two-fifths and arable land by a quarter, combined 
with a reduction of one-third in the amount of virgin 
land, all this in relation to levels in the base year. Greater 
stress will be laid on import substitution as part of in- 
dustrial development (in steel making, chemicals, pulp 
and paper), and the aim will be to reabsorb the unem- 
ployed as soon as possible. It is proposed to improve the 
infrastructure in the transport, communications and 
energy sectors by allotting them 90 per cent of public 
investment. Over the long term, the Plan proposes to 
shift the comparative advantage now enjoyed by agri- 
cultural production to the industrial sector. For this 
purpose the aim would be to produce manufactured 
goods that are highly labour-intensive, since the wages 


sectoral requirements. The method of work adopted was as follows: 
first, the investment prospects of public agencies were determined 
and expressed in statistical terms; next, the order of priority for the 
completion of projects already under way, additions to finished 
projects and conservation of installed capacity was rearranged in 
accordance with established aims; and last, the operational capacity 
of public investment agencies was gauged. It was from this 
interplay between other factors (the terms of the over-all plan and 
sectoral needs) and the basic features of public investment itself 
that the Public Investment Plan emerged. 
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of the labour force are largely dependent on the level of 
domestic prices for agricultural commodities, which is 
comparatively low. 

The annual average rate of growth envisaged by the 
Plan for the gross domestic product at market prices is 
5.8 per cent between 1965 and 1969, or a per capita rate 
of 4 per cent. During the first few years when the econ- 
omy is recovering, the rate will be higher, and settle at 5 
per cent by the end of the period. It should be noted that 
an increase of 8.2 per cent was achieved in 1964, as fore- 
cast in the planning analyses for 1963-65. In 1957-63 
the product expanded by as little as 0.5 per cent annually 
and in 1962-63 contracted by 8.5 per cent. 


Table 320. Argentina: Annual cumulative rates of economic growth 
(Percentages) 


es Period of 
1957-63* the plan 
1963)64_1964/65 1965-69 


Final supply 3 F . O04 8.1 bys} 
Gross domestic product ; EOS 8.4 5.8 
Imports of goods (including net 

services balance) . : . —0.5 4.4 4.7 
Final demand . , - . O04 8.1 Ses 
Total consumption . P . —0.8 9.6 5.6 
(a) Private . 2 F . —0.8 
(b) Public . : ‘ ._- 
Total gross investment . eG 6.1 Se 
Gross fixed investment . a Pea 5 5.6 
(a) Construction . : —0.7 65 das 
(6) Machinery and spare parts 4.8 1.2 4.3 
Exports of goods. : 5.4 es} PHA 
Gross domestic product, by 
sectors 
Agriculture and fishing . —0.2 h2e7 4.4 
Mining and quarrying . liegt 9.0 hen! 
Manufacturing . : = 10.5 7.6 
Construction 3 F . —0.5 7.3 Tet 
Services ‘ : . 709 5.3 4.5 
Trade a = 0:7 8.0 5.8 
Transportation and storage . —0.4 TPA 6.1 
Ownership of dwellings sme OFT. 3.0 2.9 
General Government services. 0.2 0.2 10S) 
Other services. ; 5 ARS 3.9 3.5 
Population . : ‘ se less 1.8 ley 


Source: National Development Council, Informe sobre el plan 
nacional de desarrollo, afio 1965-69. 


4 The Argentine economy suffered a recession in the two-year period 
1962/63, when the gross domestic product contracted by 8.5 per cent. 


Table 320 gives the projected annual rates of growth. 
Imports are expected to increase by 4.7 per cent, exports 
by 2.1 per cent and the product by 5.8 per cent. In its 
sectoral analysis, the Plan looks for a substantial growth 
in agriculture, industry and construction, all of which in 
1957-63 had either failed to expand or declined. The 
decrease in the rate of growth for mining and quarrying 
with respect to the base year was due to exhaustion of 
petroleum import substitution possibilities. The com- 
position of final supply at the beginning and end of the 
period points to a relatively stable import coefficient, 
which implies a sustained effort at substitution; in final 
demand the share of investment is seen to have shrunk— 
particularly as regards machinery and equipment— 
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which indicates that capacity is not being used to the fu 
(see table 321). The structure of the sectoral gross prc 
duct (table 322) reveals a slight expansion in the contr 
bution of agriculture—which is only to be expecte 


Table 321. Argentina: Composition of final supply and demand 
(Percentages) 


Base Period of the plan 


1963 1965 1969 

Final supply. 3 - 100.0 100.0 100.0 
Gross domestic product _ 3 = 91-7 92.3 92.6 
Imports of goods® : é 3s fhe / 7.4 
Final demand . 5 ; 5 . 100.0 100.0 100.0 
Total consumption - % ae Oe: yp ae 73.0 
Private. ‘ ‘ ‘ sn 02.7 wee ais 
Public P j : : Sen isd ee “ 
Total gross investment . Fi SE 18.4 18.7 
(a) Gross fixed investment . el OT 18.0 18.2 
(i) Construction . tee Tks ve 8.1 

(ii) Machinery and spare parts Be al 28 10.5 10.1 

(6) Increase in stocks. * . —0.6 0.4 0.5 
Exports # 5 : el OY, 9.4 8.3 


Source: National Development Council, Informe sobre el pl 
nacional de desarrollo, afio 1965-1969. 


® Including net services balance. 


Table 322. Argentina: Changes in the structure of the gross domest 
product, by sectors 


Sector sept ae ots Ss pea ae 

196. plan 1969 
Agriculture and fishing . eS. 8 16.3 15.4 
Mining and quarrying . 5 1) 1.9 2.0 
Manufacturing : . se 4s 35.4 38.0 
Construction . - A : 4.2 4.1 44 
Trade : a ot BR? 17.1 17.1 
Transportation and storage § 3:2 SA 5.2 
Communications . k 0.5 0.5 0.5 
Electricity, gas and water. 2.0 21 25 
Banking, insurance and other . Pe) 2 1.9 
Ownership of dwellings . p 25 2.3 2.0 
General Government services . 6.8 5.8 4.9 
Other services 5 3 8.2 Ts 6.1 


ToTaL 100.0 100.0 100.0 


Source: National Development Council, Informe sobre el pl 
nacional de desarrollo, aio 1965-69. 


since one of the aims of the Plan is to lift agriculture o 
of its stagnant state—an expansion in that of manufa’ 
turing industry and a reduction in general Governme: 
and other services. The strategy of the Plan can | 
clearly understood from table 323, which shows tl 
relation between sectoral growth and the gross domest 
product: the coefficient for agriculture, which had bee 
—0.37 in 1957-63, becomes 0.77 in 1965-69, while tl 
corresponding figures for industry are 0.07 and 1.30. 


With respect to social and regional objectives, the Pla 
envisages more public expenditure on education ar 
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ealth. The proportion of school-age children attending 

rimary school will be raised from 90 to 95 per cent, and 
the increase will be from 40 to 50 per cent in the case of 
secondary schools. The proportion of university students 
will remain the same, but more emphasis will be placed on 
agronomy. 


Table 323. Argentina: Ratio of sectoral growth to the gross domestic 


product 
PPE Period of the plan 
1963-65 1965-69 

Agriculture and fishing —0.37 1.48 0.77 
Mining and quarrying 33.15 1.08 1635 
Manufacturing 0.07 1.24 1.30 
Construction . 1.04 0.84 1533 
Trade : ; 1.41 0.96 1.00 
Transportation and storage —0.78 0.87 1.05 
Communications ; —0.22 0.44 0.96 
Electricity, gas and water . 17.60 35 1.78 
Banking, insurance and other . 6.57 0.48 0.52 
Ownership of dwellings 1.59 0.35 0.41 
General Government services 0.32 0.03 0.26 
Other services. 0.11 0.24 0.20 


Source: National Development Council, Informe sobre el plan 
nacional de desarrollo, afio 1965-69. 


347 


fluctuated between 22 and 23 per cent), and would raise 
investment for the five-year period to approximately 
15,690 million dollars. About half this sum (25.8 per 
cent) would be public and three-quarters (74.2) per cent 
private in origin. 

In relation to the base year figures, the composition of 
investment (table 324) shows a slight increase in construc- 
tion and decrease in machinery and equipment, but the 
main difference is in the source of the latter, since imports 
of machinery and equipment are reduced from 24.4 per 
cent of total investment in 1963 to 14.8 per cent in 1965 
and 12.7 per cent in 1964. As regards the use to be made 
of investment, the plan pursues its objective of improving 
the infrastructure and continuing import substitution by 
assigning 30 per cent of total investment (90 per cent of 
public investment) to transport and energy, and 5 per 
cent to projects in ferrous metallurgy, chemicals, mining 
and pulp and paper. 

The gross marginal product-capital ratio rose from 
0.22 in 1957-63 to 0.40 in 1963-65 because idle capacity 
was pressed into use, but is only 0.28 for the period 
covered by the plan (table 325). 

(iii) Financing 

Under the terms of the plan, the financing of the public 
sector will be based on current Government savings of 
158,700 million Argentine pesos (at 1960 prices) and a 
real investment of 338,900 million. The deficit is 


Table 324. Argentina: Composition of investment 
(Percentage of total gross investment) 


Past Period of the plan 
1957 1963 1965 1969 
Gross fixed investment 104.5 103.2 97.8 97.6 
I. Construction® 3 49.1 40.4 40.7 43.2 
JI. Machinery and equipment 55.4 62.8 57.1 54.4 
(a) Domestic? : 30.4 38.4 42.3 41.7 
(6) Imported 25.0 24.4 14.8 12.7 
III. Increase in stocks® —4.5 —3.2 22 2.4 


© From 1957 to 1963 the inventory changes refer 
to a large group of raw materials, mainly consisting 
of agricultural commodities. From 1965 to 1969 
they cover all products. 


Source: National Development Council, Informe 
sobre el plan nacional de desarrollo, afio 1965-1969. 

4 Including agricultural construction. 

b Including spare parts. 


As regards the Plan’s regional approach, the capital 
itself and the provinces of Buenos Aires and Cérdoba 
: are considered to have worked out their own tempo of 
growth. The remaining provinces are divided into four 
areas: in the North-East, agriculture will be developed; 
for the North-West, which is agricultural with an incipient 
steel industry, land settlement and pulp and paper pro- 
jects are proposed; in the Andean region, it is hoped to 
develop electric energy and step up the rate of settlement; 
_ and in Patagonia, more settlers are to be attracted to the 
existing centres on the Rio Negro, Puerto Madryn and 
Rio Gallegos, and industries will be established. 


(ii) Investment 

The average rate projected for the period in question 
is 20.5 per cent of the gross domestic product. This has 
already been attained once (from 1960 to 1963 the rate 


expected to rise to 180,200 million pesos, and to be offset 
by an inflow of 70,800 million from abroad. There will be 
a balance outstanding of 109,400 million pesos, which is 
equivalent to 32.3 per cent of public investment during the 
same period. 

The plan recommends that the tax system be over- 
hauled to make it less vulnerable to economic fluctua- 
tions and fairer to the taxpayer, and that the present rate 
policy adopted by enterprises be maintained. It hopes to 
reduce inflation to 20 per cent in its first year of operation 
and to 10 per cent by its last year. 


(iv) Balance of payments 

The plan takes the view that the balance-of-payments 
situation is the main obstacle to growth. It is assumed 
that exports will expand by 2.1 per cent (from 1,400 mil- 
lion dollars in 1965 to 1,545 million in 1969), and imports 
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by 4.7 per cent (from 1,083 million to 1,265 million in the 
same interval). It is hoped to reduce the external debt 
by 527 million dollars, since 1,870 million will be paid off 
and new credits of 1,343 million will be forthcoming. 
Direct investment during the period will be 155 million 


Table 325. Argentina: Product-capital ratio and investment coefficient 


1963 1965 1969 
Gross marginal product-capital 
ratio . ; 0.224 0.40 0.28¢ 
Investment coefficient (percent- 
age of the total domestic pro- 
duct) 
Total gross investment . 20.8 19.9 20.2 
Gross fixed investment 21.4 19.5 19.7 
Construction 8.4 8.1 8.7 
Machinery and equipment . 13.0 11.4 11.0 
Increases in stocks —0.6 0.4 0.5 


Source: National Ae a ie pe Informe sobre el plan 


nacional de desarrollo, aio 1965-19 


@ 1957-63. 
b 1963-65. 
© 1965-69. 


dollars. A drop of 117 million dollars is anticipated in 
gold and foreign exchange holdings in 1965 and 1966, but 
this will be made up to some extent during the remaining 
years. 

As regards the composition of exports, agricultural 
commodities will increase, and livestock products will 


will be a relative increase in imports of raw materials a: 
fuels and a diminution in those of capital goods (see tak 
326). 
(b) Bolivia: National Economic and Social Developme 
Plan for 1962-71 
(i) Situation at the beginning of the plan 
From 1951 to 1961 the Bolivian economy was at 


standstill. Annual growth was 2.7 per cent between 19 
and 1961, and 0.2 per cent for the decade as a whole. T 


Table 326. Argentina: Composition of exports and imports 


Period of the plan 


Base year 

1963 1965 1969 
Exports of goods 100.0 100.0 100.0 
Agriculture 38:5 45.4 44.7 
Livestock 48.7 46.8 45.4 
Forestry 1.0 1.3 1.3 
Mining lef 1.0 1.6 
Other 10.1 5:5 7.0 
Imports of goods 100.0 100.0 100.0 
Consumer goods . 4.7 4.6 4.0 
Fuels and lubricants 5.8 6.0 5.8 

Raw materials and _inter- 
mediate goods . 46.0 522 53.4 
Construction materials 5.0 6.5 8.3 
Capital goods 38.5 30.7 28.5 


Source: National Development Council, Informe sobre el p 


nacional de desarrollo, aio 1965-69 


Table 327. Bolivia: Annual Cumulative rates of economic growth 


(Percentages) 
Plan targets in 
1950-58 relation to the Period of the plan 
base year 
1958-66 1962-66 1966-71 

Final supply OF 6.1 (GPs 

Gross domestic product. —0.2 6.6 9.1 tft) 

Imports of goods and services 4.4 3.8 Dl) 
Final demand 0.7 6.1 Ce. 

Total consumption 0.9 4.6 6.0 6.0 

(a) Private —0.5 4.2 5.4 

(6) Public : 8.0 8.3 9.9 

Total gross investment 10.9 4.1 6.9 

Exports of goods and services —_ 8.5 6.9 
Gross domestic product, by sectors 

Agriculture . 0.3 557 PZ 

Mining —5.7 72. 7.6 

Petroleum 24.0 8.3 13.8 

Manufacturing —2.4 8.5 8.0 

Construction 10.8 26.3 4.0 

Services 0.5 ayes 6.9 

Trade and finance 1.4 4.8 6.0 

Transportation 5.4 5.2 6.0 

Other services —1.7 5.6 7.9 


Source: National Planning Board, National Economic and Social Development Plan, 1962-71. 


decline, in common with non-traditional exports (the 
latter dropping from 10.1 per cent in 1963 to 5.5 per cent in 
1965 and 7.0 per cent in 1969). It is estimated that there 


annual per capita product was extremely low: 122 doll 
in 1951, 96 dollars in 1957 and 97.3 dollars in 1961. F 
the decade as a whole the average annual growth rate 


: 
q 
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the per capita product was negative (—2.2 per cent), and 
in 1957-61 it was 0.3 per cent. The main reason for this 
decline was the slump in exports, due to a fall in both the 
price of tin—which accounts for 56 per cent of all 
exports—and in the volume of output. Substantial 
external financing prevented the already very low con- 
sumption levels from dropping in proportion to the 
a but also added considerably to the external 
ebt. 


Gi) Targets and objectives 

The plan aims at a rapid improvement in consumption 
together with the attainment of a sufficiently high level of 
internal savings to enable the country to finance its 
development from domestic sources. To fulfil these 
aims, the plan proposes an intensive process of capital 


Table 328. Bolivia: Composition of final supply and demand 


Period of the plan 


Base year 
1958 1966 1971 
Final supply ; ; . 100.0 100.0 100.0 
Gross domestic product me ¥7935 82.7 83.8 
Imports of goods and services 20.5 17.3 16.2 
Final demand 100.0 100.0 100.0 
Total consumption A EY? 67.6 64.0 
(a) Private F : ~ 67:8 58.8 54.0 
(6) Public : 3 ; 74 8.8 10.0 
Total gross investment . Rees ha tey/ 16.7 16.5 
(a) Fixed capital . : se OY as 

(i) Private : 

(ii) Public is 
(6) Increase in stocks 1.0 ie aot 
Exports of goods and services. 13.1 15.7 19.5 


Source: National Planning Board, National Economic and Social 
Development Plan, 1962-71. 


formation supported by external assistance for a limited 
numbers of years, the expansion and diversification of 
exports, and import substitution, especially in consumer 
goods. In short, the driving force for development will 
be provided by a change in the structure and dynamics 
of the external sector. Moreover, the plan will be imple- 
mented on the basis of the two structural reforms that 
preceded it: the nationalization of the mines and the land 
reform. 


During the period covered by the plan, the cumulative 
annual rate of growth of the product is expected to rise 
to 8.3 per cent, divided into 9.1 per cent in the first five 
years and 7.5 per cent in the second (per capita increments 
of 5.7, 6.6 ad 4.9 per cent annuallly). The respective 
rates are given in table 327. As regards the sectoral 
product, headway is obviously being made in construc- 
tion, mining and industry. The projected composition 
of final supply and demand indicates that the respective 
shares of imports and consumption will be smaller than 
in the base year, while those of investment and exports 
will be greater (see table 328). Production of goods 
(particularly in industry and construction) will account 
for a larger part of the sectoral product’s structure, and 
services for less (see table 329). With respect to the pro- 
jected ratios of sectoral growth to the growth of the pro- 
duct, construction has the highest elasticity coefficient, 


followed by petroleum, manufacturing and mining. 
Those of services and agriculture are less than unity (see 
table 330). An analysis of the previous period (1950-58), 
when the aggregate product contracted, shows a negative 
rate of growth for mining and manufacturing, which 
indicates the extent of the leeway to be made up in these 
sectors. 


Table 329. Bolivia: Changes in the structure of the gross domestic 
product, by sectors 


Period of the plan 


Base year 
1958 1966 1971 
Goods F : 3 . 60.4 64.2 65.1 
Agriculture : A 4 345) 32.3 32.0 
Mining ‘ F : : 9.3 9.8 9.8 
Petroleum . ‘ ‘ : 4.1 4.6 6.1 
Manufacturing . é ule 13.0 13.4 
Construction 12 4.5 3.8 
Services : . ES 9:6) 35.8 34.9 
Trade and finance 12.9 11.2 10.6 
Transportation : 8.6 TT. ee: 
Other services . ‘ Su 16.9 17.1 
TotaL 100.0 100.0 100.0 


Source: National Planning Board, National Economic and Social 
Development Plan, 1962-71. 


Table 330. Bolivia: Ratio of sectoral growth to the gross domestic 


product® 
Plan targets in relation 
to the base year 

1958-66 1966-71 
Agriculture. ‘i F ; ‘ 5 OR / 0.97 
Mining A F - : ‘ 5 fe) 1.02 
Petroleum ‘ a ; 5 ‘ ; 1.25 1.80 
Manufacturing ‘ F F 5 eee 129 1.07 
Construction . z ‘ 5 ; 5) EXCH 0.54 
Services, total 0.80 0.93 
Trade and finance 0.74 0.81 


Transportation Z : é . 0.79 0.81 
Government and other services. 0.89 1.06 


Source: National Planning Board, National Economic and Social 
Development Plan, 1962-71. 


4 Before the establishment of the Plan, the growth rate of the aggregate 
product was negative. Hence calculations of sectoral elasticity have 
not been included. 


Social objectives include the establishment of food 
targets and consumption targets for different kinds of 
manufactured goods that will both satisfy the minimum 
needs of the people and form a reasonable consumption 
structure. It is hoped to increase the daily intake of 
calories per person from 1,800 in 1958 to 2,068 in 1966 
and 2,434 in 1971. Similarly, it is planned to raise educa- 
tional levels (by teaching 700,000 persons to read and 
write during the ten-year period), and improve public 
health, sanitation, drinking water supplies and road pav- 
ing. Other objectives are the creation of 60,000 new jobs 
every year for five years, the integrated development of 
the national territory, and monetary stability. 
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(iii) Investment requirements 


The ten-year plan provides for an annual investment of 
118 million dollars in 1966 and 164.5 million in 1971, as 


Table 331. ‘Bolivia: Product-capital ratio and investment and savings 


coefficients 
Period of the plan 
Base year —————————__- 
1958 1966 1971 
Product-capital ratio 
Aggregate® F 5 a 0:378 re 0.469 
Sectoral» 
(a) Agriculture . . . 0.459 dee 0.694 
(b) Mining . : ; . 0.449 = 0.521 
(c) Petroleum . P 0270) ais 0.213 
(d) Manufacturing : 7 .0:419 ‘as 0.573 
(e) Construction . 4 7 03776 oe 1.048 
(f) Services j . . 0.317 Bs 0.378 
Investment coefficient (percentage 
of the gross domestic product) 
Total gross investment . . 14.66 20.18 19.63 
Gross fixed investment e350) sins a 
Increase in stocks s PL LG 
Savings coefficient (percentage of 
the gross domestic product) 
Domestic savings “ y SA2 18.27 23.60 
External savings . 3 . 9.24 1.91 —3.97 


Source: National Planning Board, National Economic and Social 
Development Plan, 1962-71. 

® Gross domestic product/fixed capital. 

b Sectoral gross domestic product/sectoral fixed capital. 


their contribution will gradually be reduced (see tabl 
332). 

National savings total 1,131.8 million dollars over th 
ten-year period. The strategic role of finacing most 
the cost of the early stages of development is assigned t 
external savings. By the end of the period, they shoul 
be contributing 198.7 million dollars, but service pay 
ments on debts outstanding will be as much as 210. 
million. The respective percentages are given in table 33: 


(v) Balance of payments 

The plan starts with 58 million dollars for exports an 
90.5 million for imports in 1958, and proceeds to 111. 
and 122.3 million, respectively, in 1966, and 194.8 an 
161.6 million in 1971. Up to 1966 the current account 1 
expected to show a deficit, but by 1969 the trend will hav 
been reversed. 


A change in the structure of foreign trade is also envi: 
aged. Despite a substantial improvement in absolut 
terms, mining exports lost some ground to agriculture 
petroleum and manufacturing, shrinking from 82.2 pe 
cent of the total in 1958 to 56.5 per cent in 1971. A 
regards imports, the proportion of consumer goods ; 
reduced, and that of raw materials and intermediat 
goods, particularly capital goods, increased (see tabl 
334). 


(vi) The two-year plans 

Bolivia’s planning structure provides for the achieve 
ment of ten-year growth targets by means of two-yez 
economic and social development plans. Thus, plans fo 
1963-64 and 1964-65 were prepared, which include 


Table 332. Bolivia: Financing of the plan 


(Millions of dollars) 
Gross National External Debt Total external 
Year investment savings Savings servicing financing 
1962 . 5 . 100.2 3315 66.7 137. 80.4 
1966, : 5 118.0 106.8 12 11.4 22.6 
1971 : z 164.5 197.7 —33.2 36.2 3.0 


Source: National Economic and Social Development Plan, 1962-71. 


against 100.2 million in 1962. These gross investment 
levels represent 24.9 per cent of the gross domestic pro- 
duct in 1962, 20.2 per cent in 1966 and 19.6 in 1971. The 
gross investment rate during the decade prior to the plan 
(1949-58) was 14.1 per cent, and in the base year (1958) 
14.7 per cent. Investment for replacement purposes has 
been calculated as 3 per cent of fixed capital at the begin- 
ning of each year. 

These figures have been obtained from an estimate of 
capital in the base year and projections of the product 
made with the aid of the product-capital ratio. This 
ratio, which was 0.398 in 1958, is assumed as increasing 
to 0.446 by 1966. From then on the rate of growth is 
likely to slow down to an even pace, and is expected to 
reach 0.469 by 1971 (see table 331). 


(iv) Financing 
The plan envisages substantial assistance from external 


savings during the early stages. In the first year two-thirds 
of investment will come from savings, but subsequently 


only those projects for which funds were guaranteed. A 
a result the criterion of balanced development was nc 
strictly observed, nor was the projected rate of growt 


Table 333. Bolivia: Financing of gross investment 


(Percentages) 
Period of the plan 
Base year 
1958 1962 1966 1971 
Domestic financing : ner 33.4 90.5 120.2 
External financing ‘ 963.0 66.6 9.5 —20.2 


Source: National Planning Board, National Economic and Soci 
Development Plan, 1962-71. 


maintained. The annual rate envisaged by the 1963-6 
plan was 6 per cent, to be achieved through the implemer 
tation of programmes and projects for which 212.8 millio 
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dollars have already been earmarked. It is pointed out envisaged by the ten-year plan, but reduces this growth 
in the plan that if the economy is to progress more rapidly, rate to 6 per cent because of the shortage of funds. Of the 
in accordance with the goals set by the ten-year plan, an total capital required under the two-year plan for 1963- 


Table 334. Bolivia: Composition of exports and imports 


Period of the plan 


Base year a 
1958 1966 1971 
Exports of goods 5 é ‘. A ; : 100.0 100.0 100.0 
' Agriculture. 4 : E : : . 7.9 13.0 19.1 
Mining F : ‘ , F A , 82.2 68.5 56.5 
Petroleum 9 ‘ : : . , 9.6 12.8 18.0 
Manufacturing 5 2 5 8 , 3 0.3 Shi 6.4 
Imports of goods ‘ 3 4 , : zy 100.0 100.0 100.0 
Consumer goods. ‘ J 3 A A 36.6 27.4 24.6 
Raw materials and intermediate goods , , 26.5 Sill 28.8 
Capital goods Fi . 4 A ; ; 36.9 41.5 46.6 


Source: National Planning Board, National Economic and Social Development Plan, 1962-71. 


Table 335. Colombia: Annual cumulative rates of economic growth 


(Percentages) 
Period covered by the plan*® 
1959-70 
Past period S anEEEEEEEEEEEnIIEEEEEEEEEEEEEEEEEEEEEE 
. Item 1950-59 1959-64 5.6 per cent 6.5 per cent 
hypothesis hypothesis 
Final supply. P : 5 ‘ 3 3.90 5.90 5.50 6.30 
) Gross domestic product A : é 4.65 5.70 5.70 6.50 
Imports of goods and services. : ; 1.20 7.20 4.20 4.90 
Final demand . é m : 5 3.90 5.90 5.50 6.30 
Total consumption ; 3 ; 5 4.14 4.40 4.80 5.60 
(a) Private . A ‘ : ; : 4.17 4.10 4.60 5.50 
(b) Public. A 3 , : : 3.95 7.60 6.40 6.40 
Total gross investment = x . 2.60 12.90 8.70 12.00 
(a) Fixed capital . : : : : 2.70 13.60 9.00 10.80 
(i) Private. . , ; 3 ; 2.00 10.60 7.30 
(ii) Public : ; : ‘ : 5.60 22.00 13.30 ie 
(b) Increase in stocks . , , : 2.10 7.90 6.60 7.00 
: Exports of goods and services s : 5.40 4.20 4.70 4.70 
Gross domestic product, by sector” ‘ < 
Agriculture . ; , é ; A 3.40 4.10 4.30 4.80 
Industry (manufacturing) : ‘ 5 6.50° 8.60 8.20 9.90 
Services : ; ‘ : ‘ ; 4.70 5.50 5.60 6.50 
Other sectors ‘ : , A : 6.454 6.90 6.10 6.40 
f Forestry and fisheries : F ‘ 6.40 3.10 ie sae 
Mining . : . : 3 : S15: 7.40 
Industry (artisan) Z . Z , ue 3.30 
Building . 5 ‘ ‘ 5 7.30 10.20 ae cas 
Population : ‘ F < ‘ : 2.85 2.85 2.85 2.85 


Sources: Colombia’s General Economic and _ public until 1961. 
Social Development Plan, 1961-70 (Plan General b The basic figures for the past period are at 
de Desarrollo Econémico y Social); ECLA, factor cost. F ‘ 
Statistical Bulletin for Latin America, vol. I, No. 1. © Including artisan industry. 


a I san 1 
4 Although the growth rates envisaged were based Excluding artisan industry. 
on 1959 prices, the Plan was not actually made 


=. fone & 


additional sum of 142 million dollars will be needed to 64, 75 per cent is for petroleum, mining, energy, transport 
pay for the as yet unfinanced programmes and projects and industry; moreover, 80 per cent is of foreign origin. 
in the two-year plan. In other words, to cover the cost The 1965-66 two-year plan provides for a product 


of the projects needed to achieve the target growth rate growth rate of 5 per cent in 1965 and 6 per cent in 1966 
of 9.1 per cent, it increases the investment requirements as a result of incentives to key sectors of the economy. 
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The average rate of increase assumed is 6 per cent for the 
sectors of production and 4 per cent for the services sector. 
Among the former, it is assumed that construction will 
increase, on average, by 25 per cent, mining by 12 per 
cent, and industry by 8 per cent, with petroleum, energy 
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cent relate to the development of the infrastructure, 1 
per cent to the sectors of production and 8 per cent t 
manpower. Of the investment represented by the: 
projects, 80 per cent will go to transport, petroleun 
energy, mining and industry. External savings will financ 


Table 336. Colombia: Composition of final supply and demand 


Period covered by the plan 


1970 
Item Base year 
(1959) 1964 5.6 per cent 6.5 per cent 
hypothesis hypothesis 
Final supply. ‘ 5 100.0 100.0 100.0 100.0 
Gross domestic product 85.9 85.1 87.7 87.9 
Imports of goods and services. 14.1 14.9 12.3 1251 
Final demand : 100.0 100.0 100.0 100.0 
Total consumption 66.4 61.7 61.5 61.8 
(a) Private 61.4 56.3 56.0 56.7 
(b) Public 5.0 5.4 a5 Set 
Total gross investment 15.9 22.0 22 2372 
(a) Fixed capital 13.8 19.7 19.8 20.9 
(i) Private 9.1 12.4 11.4 
(ii) Public 4.7 ths 8.4 aor 
(5) Increase in stocks 2A B38} 2.4 2.3 
Exports of goods and services 17.7 16.3 16.3 15.0 


Source: Colombia’s General Economic and Social Development Plan, 1961-70. 


Table 337. Colombia: Changes in the structure of the gross domestic product by sector 


Period covered by the plan 


1970 
Sector Base year . 
(1959) 1964 5.6 per cent 6.5 per cent 
hypothesis hypothesis 
Goods e ‘ A 59.5 59.9 59.8 59.7 
Agriculture . 3 : 32:1 29.7 27.8 26.8 
Industry (manufacturing) 13.6 15.5 17.6 19.2 
Other sectors . 13.8 14.7 14.4 1357 
Forestry and fisheries . 2.0 1.8 
Mining 3.5 Site) 
Industry 3:5 3.1 
Building 4.8 5.9 
Services . A : A , 40.5 40.1 40.2 40.3 
Transport and communications 6.1 6.3 
Electricity, gas and water 0.7 ile 
Other services S37 Bout 
ToTAL 100.0 100.0 100.0 100.0 


Source: Colombia’s General Economic and Social Development Plan, 1961-70. 


and transport maintaining the general average and agri- 
culture rising by only 3 per cent. In this connexion, 
agriculture is considered the main short-term obstacle to 
development. It should be pointed out that the targets 
for the sectors of production were based on the proposed 
projects for the two-year period, whereas for the services 
sector they were projected on the basis of past elasticity 
coefficients. The plan includes a series of projects total- 
ling 248 million dollars, to be carried out by both the 
public and the private sector. Of these projects, 73 per 


two-thirds of the investment réquired. Of the pr 
jects selected, 53 are considered to be “‘strategic’’ in th 
they relate to the external sector, the inter-connexic 
among sectors of production, regional integration, e1 
ployment, the level of living of the population, or tec 
nical and scientific know-how. Their total cost is 1 
million dollars, of which 132 million will be for grosscapit 
formation. Some 50 million dollars will be unfinance 
and external sources of financing will have to — 
tapped. 
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_ (¢) Colombia: Over-all Economic and Social Development 
Plan, 1961-70 
(i) Purposes and aims 
The plan proposes a development strategy based on 
higher agricultural productivity and an expansion of 
q industry, calculated to improve employment levels 
substantially. To that end, it is deemed essential to take 
i action with respect to the balance of payments, internal 
development, personal income distribution, agrarian 


Table 338. 
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policy, the development of the dynamic sectors, the study 
of natural resources, and fiscal policy. 

The plan contemplates a cumulative annual growth 
rate of 5.6 per cent for the gross domestic product, 
which is compared with a rate of 6.5 per cent for the 
purpose of analysing two separate alternatives. This 
implies an annual increase in the per capita product of 
2.7 and 3.5 per cent, respectively. The physical targets 
projected for 1970 provide a general frame of reference; 


Colombia: Ratio of sectoral growth to the gross domestic product 
Se Ee ee ees ae 


Period covered by the plan” 


Be = 
Bechet *Ui9$0'39) ‘1959-1964 eae 
5.6 per cent 6.5 per cent 
hypothesis hypothesis 
Agriculture. , : ‘ 3 : 0.74 0.73 0.76 0.67 
Industry (manufacturing) . . F 1.40°¢ 1.48 1.43 1.50 
Services . 5 5 A 3 : ‘ 1.02 0.96 0.99 0.99 
Other sectors ; ‘ : . : 1,394 1.20 1.07 0.98 
Forestry and fisheries . 5 : : 137 0.56 woe es 
Mining 5 : A 25 1.29 
. Industry (artisan) . ; 5 , ~ 0.59 
Building Fi ‘ g - 5 A 1.57 1.76 


Source: Columbia’s General Economic and 
Social Development Plan, 1961-70. 


4 Basic figures at factor cost. 


Table 339. Colombia: Distribution of investment, by sector 
(Percentage of gross fixed investment) 


Period covered by the plan 


D Basic figures at market prices. 
© Including artisan industry. 
Excluding artisan industry. 


the Plan points out that the two growth rates could be 
complementary instead of alternative aims, i.e., they 
could be combined if the first is taken as the target up to 
1964 and the second is adopted later, followed by a rate 


ee Base year an of 7.2 per cent up to 1970. It should be noted that al- 
tee 1964 (5.6 per cent though the growth rates were based on 1959 figures, the 

Lypottizsis) Plan was not made public until December 1961. 
| ee. In the early years of the Plan a considerable increase is 
| “e each ; ‘ : ae fae ree envisaged in the growth rates of imports and investment 
icing hab Yar BEY st a5 eu 60 (see table 335). As regards sectoral targets, the two hypo- 
Manufacturing industry bene 3 5 19.1 17.0 theses entail an intensive industrialization process and a 
Housing. : F ee 2201 13.3 14.6 stepping-up of the agricultural growth rate. Thus the 
Energy : : : : 312 0.4 — rate for agriculture as a whole in 1959-64 would have to 
Transport . : - . 13.4 13.3 10.6 be 4.1 per cent annually; moreover, for coffee it would be 
Other sectors 2. w 45 4.1 5.7 only 2 per cent, which calls for an increase of 8.2 per 
‘ cent in other branches of agriculture. The industrial 
Public investment .  . «23.1 32.9 256 sector’s programme stresses the manufacture of capital 
eecy al aa te ; ne te aa goods and the dynamic industries, whose annual growth 
2 catteeok PE Keir 2 02 03 rate would be twice that of the traditional industries. 
(c) Manufacturing industry . 0.1 03 03 The Plan provides for a contraction of the share of im- 
(d) Energy . ; : : 1.8 6.7 6.7 ports in the structure of final supply by 1970 that implies 
(e) Transport . : rts 9.1 9.1 a considerable import substitution effort. From the 
(f) Other sectors : 5 | Wy 1.3 1.4 outset, the contribution of consumption to final demand 
Socio-economic purposes. — 6.9 12.0 13.2 is expected to shrink and the proportion absorbed by 
(a) Education .  .  - 0.8 2.3 2.5 investment to increase (see table 336). In the composition 
) Health. .. . + 04 a ued of the sectoral product, the share of agriculture will 
SE ie ae eg De a diminish, while that of manufacturing industry will 
‘s nile a andl cowstag’s oe me a expand; services will remain at the same level (see table 
econ Saeee PhS 1.6 1.6 337). The ratio of sectoral growth to that of the domestic 


Source: Colombia’s General Economic and Social Development 
Plan, 1961-70. 


12 


ae ae 


product reflects an elasticity coefficient of 1.48 for manu- 
facturing industry, 0.73 for agriculture and 0.96 for 
services (see table 338). 


354 Part THREE. Economic Poricy AND PLANNING IN Latin AMERK 


(ii) Social aims 

The purpose of the Plan is not only to raise per capita 
income in over-all terms, but to improve its distribution. 
An increase in productivity is envisaged for the rural 
sector, to a level higher than the average for the whole 
country, concentrated mainly in the non-coffee-growing 
sectors. The redistribution policy is based on fuller 
employment, particularly in agriculture, on an increment 
in government investment in the social sector, and on a 
wage and fiscal policy aimed at enabling wage-earners to 
benefit from the increase in labour productivity. 


Table 340. Colombia: Product-capital ratio and investment and 
savings coefficients 


Period covered by the plan 


Base year 

Item 1959 1970 
1964 (5.6 per cent 
hypothesis) 


Product-capital ratio 
Mean® . ‘ : a O41 0.45 0.45 
Marginal . : ; » Wea 0.30° 0.274 
Investment coefficients (invest- 
ment as a percentage of gross 
domestic product) 


Total gross investment . EeLs:55 25.81 25.25 
Gross fixed investment . 16.07 23.06 222, 
(a) Private . : : 1235 15.48 14.50 
(b) Public . 4 F o che 7.58 8.02 
Increase in stocks : e.48 2.75 2.73 


Savings coefficients (savings as a 
percentage of the gross dom- 
estic product) 


Internal savings . 4 . 20.40 23.06 25.11 
(a) Private . : k = EO 17.61 17.46 
(b) Public . : , e521 5.45 7.65 
External savings . : . —1.85 PX S| 0.14 


Source: Colombia’s General Economic and Social Development 
Plan, 1961-70. 


® Ratio of gross domestic product at market prices to fixed capital. 
b 1950-59. 
© 1959-64. 
d 1959-70. 


In the educational sphere, 37.7 per cent of those over 
fifteen years of age were illiterate in 1959, and only 5 per 
cent had university or technical training. Under the 
Plan, 22,000 classrooms are to be built by 1965, and it is 
recommended that intermediate and higher education 
programmes should be more in keeping with the country’s 
needs. The share of investment in health services in total 
public investment was expected to double between 1959 
and 1964. It is proposed to solve the water supply and 
sewage problems of 405 urban population centres by 1965, 
and to provide these services for 56,300 of the rural 
population. The construction of about 226,000 housing 
units is envisaged between 1961 and 1965, at a total cost 
of 1,186 million Colombian pesos, 38 per cent of which 
would be financed with foreign funds. 


(iii) Investment needs 

The over-all investment targets established in the Plan 
are intended to supply the demand for capital goods 
resulting from the production targets, to raise the level 
of labour productivity and to provide the necessary 


infrastructure for energy, communications and transpo! 
In the social sphere they are aimed at improving educ 
tional and health conditions (see table 339). 

The total investment programmed would rise fro 
4,073 million pesos (at 1957 prices) in 1959 to 10,1: 
million under the first hypothesis, and 11,572 milli 
under the second, by 1970. This means that total gro 
investment would climb from 18.5 per cent of the gro 
domestic product in 1959 to 25.8 per cent in 1964 dro 
ping slightly to 25.2 per cent in 1970. The figures for gro 
public fixed investment would be 3.7, 7.6 and 8 per cet 
respectively, for the three years considered (table 340). 

The analysis by sectors shows a relative increase 
public sector investment for energy and social purpos¢e 
and a contraction of the housing share of private inve: 
ment, accompanied by an increase in the manufacturi1 
industry’s share. 


Table 341. Colombia: Financing of gross investment 
(Percentages of total) 


Period covered by the ple 


Base year 
en 1959 1964 (5:6 per 
hypothesis 
Internal financing . , . 110.0 89.3 99.4 
Private savings . 5 Se BLD 68.2 69.1 
Public savings . ‘ seer 25.1 2a 30.3 
External financing . 4 . —10.0 10.7 0.6 


Source: Colombia’s General Economic and Social Developme 
Plan, 1961-70. 


In 1949 the ratio of gross domestic product at mark 
prices to existing fixed capital was 0.41. The Plan pr 
vides for an improvement in the product fixed-capit 
ratio because of the fuller use of installed capacity 
manufacturing industry prompted by a rapidly growit 
demand, and also because of the relative diminution | 
social investment in the second half of the period co 
cerned. Whereas under the 5.6 per cent hypothesis, tl 
product fixed-capital ratio would be kept at 0.45 throug 
out the years 1962-70, under the 6.5 per cent hypothes 
it would be 0.44 in the first three years, rising to 0.46 t 
1970. The marginal gross product-capital ratio was 0.7 
in 1959, 0.30 in 1964 and 0.27 in 1970 (see again tab 
340). 


(iv) Financing 

A radical change is apparent in the relative importan: 
of external financing, especially in the earlier yea 
During the fifties, the contributions under this hee 
reflected a positive balance only in 1954-56, and co: 
sisted largely of short-term commercial credits. Und 
the Plan the composition of financing changes and e 
ternal savings go up from —10.0 per cent in 1959 to 10 
per cent in 1964 and 0.6 per cent in 1970 (see table 341 

Central government savings in the fifties provide 
approximately one-fourth of the financing of gro 
internal investment. According to the Plan, that contr 
bution would shrink from 28.1 per cent in 1959 to 21.1 px 
cent in 1964. This does not mean a drop in public inves 
ment, but rather that a proportion of it would be finance 
by external contributions and transfers of savings fron 
other national sectors. 
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If the private investment targets are to be attained, 
private savings will have to increase their contribution 
to the gross domestic product from 15.2 per cent in 1959 
to 17.6 per cent in 1964. 


(vy) Balance of payments 

The balance of payments has been studied from the 
standpoint of four separate hypotheses: two relate to 
different assumptions of economic growth, and the other 
two to different projections concerning the future price 
of coffee. 


Programme provides for a more intensive use of installed 
capacity and a considerable increase in capital formation, 
calculated gradually to raise the investment coefficient 
from 10 per cent, prior to the Programme, to 18 per cent 
during the last few years of its implementation. This 
assumes an increase in domestic savings and external aid 
(the latter to give an initial impetus to development plans 
and to remedy an adverse balance-of-payments situation). 
The programme proposes to create the necessary condi- 
tions for maintaining price stability, proceeding with 
import substitution, diversifying exports, substantially 


Table 342. Colombia: Composition of exports 


Period covered by the plan 
1970 


q Sector Base year 1964 

| 1959 5.6 per cent 6.5 per cent 
hypothesis hypothesis 

Exports of goods 5 : : A . 100.0 100.0 100.0 100.0 

Coffee . 3 3 ; ; A 3 69.5 58.4 48.9 48.9 

Other agricultural commodities A ‘ 6.0 12.0 19.3 19.3 

Manufactured products . 5 ‘ F 11.0 9.0 11.4 11.4 

Petroleum . : ‘ . 7 : 13.5 20.6 19.8 19.8 

Mineral products . ‘ : : —_— — 0.6 0.6 


Source: Colombia’s General Economic and Social Development Plan, 1961-70 (Plan General de 


Desarrollo Econémico y Social); ECLA, Statistical Bulletin for Latin America, vol. I, No. 1. 


The total export earnings estimated for 1964, with 
declining coffee prices, was 750 million dollars, or 21 per 
cent higher than in 1960. The figure for 1970 would be 
_ 1,030 million dollars, the increase over the 1960 levels 
~ being about 66 per cent. There will be changes in the 

structure of exports of goods that reflect the diversifica- 
_ tion of exports. Coffee would lose its traditional position, 
dropping from 69.5 per cent of the total in 1959 to 48.9 
_ per cent in 1970 (see table 342). Projected demand for 
imports of goods and services in 1964 represents an 
_ increase of 47 per cent over 1959, which pushes up the 
_ import coefficient, in terms of the gross domestic product, 
from 16.4 to 18.4 per cent in the years under review. In 
the second phase of the programme, that is, the years 
196470, the quantum of imports would increase by only 
14 per cent, as a result of import substitution, while in 
1970 the import coefficient would shrink to 13.8 per 
cent. The highest proportion of imports is absorbed by 
capital goods. 

The external factor payments in 1959 accounted for 
47.8 million dollars. On the hypothesis of a 5.6 per cent 
growth of the product, with declining coffee prices, they 
would reach 80 million dollars in 1964 and 142 million by 
1970. The cumulative deficit on current account over the 
period 1961-70 would amount to 928 million dollars. 
On the same hypothesis, the loans payable over twenty- 
five years with two years’ grace, and direct foreign invest- 
ment—the short-term capital movements were assumed 
to have balanced out—would total 1,163 million dollars 
in the ten years 1961-70, 751 million of which would be 
used in the first five years and 412 million in the second. 


(d) Chile: National Economic Development Programme, 
1961-70 
(i) Purposes and aims 
The diagnosis indicates the slow growth and instability 
of Chile’s economic development. As a corrective, the 


increasing agricultural production, deriving the fullest 
advantage from the possibilities offered by the traditional 
mining exports, and efficiently directing investment. 
The objectives include the expansion of agricultural 
production, and of exports, as basic dynamic factors. 


As regards growth rates, an annual increase of 5.5 per 
cent in the gross domestic product is envisaged for 1961- 
70, which implies a per capita increase of 3 per cent 
(given a population growth of about 2.5 per cent). 
Imports would increase at the beginning of the period, 
but their rate of growth would taper off in the last few 
years of the plan owing to import substitution. Consump- 
tion would expand at a slower pace than the product, 
and the average annual rate of investment would go up 
from 1.3 per cent in 1950-59 to 9.2 per cent in the period 
covered by the plan. The sectors with the fastest growth 
would be building, industry and mining; agriculture, 
which in the previous period had gradually become 
relatively less important among the productive sectors, 
would expand at the same rate as the product (see table 
343). In the composition of final supply, imports would 
increase in the first few years and fall off towards the end 
of the period. In final demand, the share of consumption 
would be smaller, and of investment larger (table 344). 
The varying growth rates of the different sectors would 
bring about a change in the composition of the product, 
with an increase in the share of industry, mining and 
construction (table 345). The ratio of sectoral growth to 
the total gross domestic product brings into focus the 
strategy of the plan, in establishing a coefficient of 1.01 
for the agricultural sector and 1.10 for mining, as against 
0.02 and 0.10 respectively in the previous period (table 
346). 


(ii) Social aims 


The programme has not set aims with respect 
to the redistribution of income, nor does it establish 
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Table 343. Chile: Annual cumulative rates of economic growth 


(Percentages) 
Total period 
Past rate Targets of programme in covered by the 
Item 1950-59 relation to base year programme 
— 1961-70 
1959-65 1965-70 

Final supply. 5 A : ; 35 4.9 Del Des) 
Gross domestic product : 3 5 32 4.8 5:5 Bye) 
Imports of goods and services. F : 4.7 6.6 1.1 3.4 
Final demand : Seo 4.9 Si! 2h) 
Total consumption ; 4 : 3.8 3.9 4.3 4.3 
(a) Private . . 5 5 2 : 3.9 3.9 4.5 4.5 
(6) Public 2 3.5 357, 25 2.5 
Total gross investment 1.3 12.0 8.8 9.2 
(a) Fixed capital , ; , 2.9 11.8 8.4 8.9 
(i) Private . ; , ; 4 7 wag 8.9 12.7 
(ii) Public 3 : : A ; aus aie 7.9 5.9 
(b) Increase in stocks . : : : 15.8 14.4 14.0 
Exports of goods and services ‘ : Noe 55) 5.2 6.5 

Gross domestic product. by sector 
Agriculture . , : : ; ‘ 0.0 Bull 6.8 D5) 
Mining 5 4 E ‘ : . 0.3 73 4.2 6.0 
Industry 3 : ‘ : ‘ : Tel 5.0 6.5 6.5 
Building < ; : : ; ; 4.8 8.4 6.9 6.9 
Total services F : 3 A 3 2.6 4.5 4.8 4.8 
Housing F 5 3 Bal 1.8 2.9 2.7 
Public administration and defence , ‘ 0.9 4.7 25 2.5 
Other services : ‘5 a 5 ; Dal 5.0 BPS) 55 
Population , ; : ; ; Hy} 2) 2.4 2.4 


Source: Production Development Corporation (Corporacién de Fomento de la Produccién), National 
Economic Development Programme, 1961-70 (Plan Nacional de Desarrollo Econdémico). 


Table 344. Chile: Composition of final supply and demand 


Period covered by the programme 


Item Base year First year Final year 
(1959) (1961) 1965 (1970) 
Final supply. ‘ z 2 10030 100.0 100.0 100.0 
Gross domestic product 3 ‘ : 90.1 89.5 89.1 91.1 
Imports of goods and services. 4 . 9.9 10.5 10.9 8.9 
Final demand . : : : 5 . 100.0 100.0 100.0 100.0 
Total consumption x A ; ‘ 79.3 77.8 74.5 71.9 
(a) Private . , é ‘ ‘ : (hes) 69.7 67.3 65.6 
(b) Public. . ‘ : : - 7.8 8.1 72 6.3 
Total gross investment : 7 ; 9.3 iwles/ 1337) 16.3 
(a) Fixed capital . : ‘ F F 8.9 11.1 13.0 15a 
(i) Private , ; : 5 ‘ as 4.1 6.5 7.8 
(ii) Public : A : 3 ; ote 7.0 6.5 7.3 
(b) Increase in stocks. 5 F P 0.4 0.6 0.7 2, 
Exports of goods and services i : 11.4 10.6 11.8 11.8 


Source: Production Development Corporation (Corporacién de Fomento de la Produccién), National 
Economic Development Programme, 1961-70 (Plan Nacional de Desarrollo Econémico). 
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employment aims. Considerable sums are earmarked for 
investments in the social sectors of education, health and 
housing. 


The most important social project is the housing plan, 


_ which provides for the construction of housing units for 


_all income sectors, in both the urban and rural popula- 


tion. The housing goals established imply a halt to the 


_ progressive deterioration in the supply of low-cost hous- 


ing. It is estimated in the plan that 540,000 dwellings 


cent. Investment is distributed equally between the 
public and private sectors. 

The criterion adopted for distributing investment was 
to include primarily major projects that were either under 
way or about to be implemented. It is pointed out in the 
programme that there was little possibility of estab- 
lishing priorities by sector, since the transport and energy 
requirements and minimum needs in respect of housing, 
urbanization, sanitary works and communications 


Table 345. Chile: Changes in the structure of the gross domestic product, by sector 


—_e_—«_—_—n eee 


Period covered by the programme 


Sector Base year First year Final year 
(1959) (1961) 1965 (1970) 
Goods ‘ 46.6 49.3 47.5 49.4 
Agriculture . 11.8 11.8 105d 11.8 
Mining 4.8 See Seo De, 
Industry 27.4 29.0 27.8 29.0 
Building 2.6 353 shi 3.4 
Services . 53.4 50.7 3255) 50.6 
Housing : j : . : 8.4 6.2 7.1 6.2 
Public administration and defence 6.5 5.6 6.5 5.6 
Other services 38.5 38.9 38.9 38.8 
TotraL 100.0 100.0 100.0 100.0 


Source: Production Development Corporation (Corporacién de Fomento de la Produccién), National 
Economic Development Programme, 1961-70 (Plan Nacional de Desarrollo Econdémico). 


‘would have to be built in ten years to cover population 
growth needs, the rebuilding of those destroyed by the 1960 
earthquakes, and the replacement of existing dwellings 
on account of wear and tear. 


Table 346. Chile: Ratio of sectoral growth to the gross domestic 


product 
Period covered 
Past by the 
Sector period programme 
(1950-59) (1961-70) 
Agriculture 0.02 1.01 
Mining 0.10 1.10 
Industry ZA9 1.18 
Building 1.48 1.26 
Services A . 0.80 0.87 
Housing : : " A 0.97 0.51 
Public administration and defence 0.28 0.47 
Other services. 0.87 1.01 


Source: Production Development Corporation (Corporacion de 
Fomento de la Produccién), National Economic Development Pro- 
gramme, 1961-70 (Plan Nacional de Desarrollo Econdémico). 


(iii) Investment needs 

The programme proposes a total investment of 10,150 
million escudos (at 1960 prices) for the period 1961-70, of 
which 9,500 would be fixed investment and the rest would 
relate to changes in inventories. Thus, the investment 
coefficient with respect to the gross product, which was 
10.3 per cent in 1959, would rise to 15.4 per cent in 1965 
and 17.9 per cent in 1970 (table 347). During the fifties 
this coefficient remained fairly steady at around 10 per 


absorbed a substantial proportion of total investment. 
With sectoral investment thus broadly defined, the prob- 
lem of determining priorities was almost exclusively 
centred on the breakdown of investment in agriculture, 
industry and mining, which represented nearly one-third 
of the total. The item accounting for the highest propor- 
tion of investment is building (23.8 per cent), followed by 
industry (20 per cent) and transport (13.7 per cent) (see 
table 348). Investment in the social-economic sphere 
amounts to 25 per cent of the proposed total. It includes, 
in order of importance, investment in housing, drinking 
water supplies, education and public health. 

The marginal gross product-capital ratio, which was 
0.30 in 1959, would be 0.41 in 1965 and 0.38 in 1970 (see 
again table 348). 


(iv) Financing 

A considerable national savings effort is assumed, 
entailing the raising of the internal savings coefficient 
from its 1959 level of 9.5 per cent of the gross domestic 
product to 17.9 per cent in 1970; in particular, in the 
first year of the plan, this coefficient should be 30 per cent 
higher than the average level for the previous decade, and 
twice as high by 1970. The external savings coefficient 
should increase from 0.83 per cent of the gross product 
in 1939 to 1.79 per cent in 1961, dropping to 0.95 per cent 
in 1965 and —0.08 per cent in 1970. 


The Programme, which was reviewed later by the 
Inter-American Committee on the Alliance for Progress, 
provides that the external funds to be used in the period 
1963-70 will amount to 18 per cent of internal investment. 
This proportion is considerably higher in the first three 
years, i.e., 30 per cent of the total and 54 per cent of public 
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investment. From then on the rate of national savings 
would be increased through a higher rise in income than 
in public and private consumption, while external financ- 
ing would decline in both absolute and relative terms. In 
1963-70 external financing would amount to some 1,290 
million dollars, of which 640 million (550 million in 
official capital and 90 million in private investment) 
would be obtained in the first three-year period, and 650 


million (520 and 130 million, respectively) in the fot 
ensuing years (see table 349). 

The public sector would receive external credits equ 
to 52 per cent of public investment in 1963, which woul 
drop to 12 per cent in 1970; but part of this financir 
would be transferred to the private sector. Thus, out « 
the total of 1,070 million dollars envisaged for the yea: 
1963-70, the private sector would receive 200 millic 


Table 347. Chile: Technical and behaviour relationships 


Period covered by the programme 


Base year 
at Lene 1961 1965 1970 
Marginal gross product-capital ratio 0.30% —_— 0.41» 0.38° 
Investment coefficients (investment as a 

percentage of the gross domestic product) 

Total gross investment 10.30 13.07 15.36 17.87 

Gross fixed investment . 9.83 12.43 14.51 16.59 
Private Be 4.66 7.26 8.50 
Public ts eit 125) 8.09 

Increase in stocks 0.47 0.64 0.85 1.28 

Savings coefficients (savings as a percentage 

of the gross domestic product) 

Internal savings 9.47 11.28 14.41 17.95 
Private 3.69 5.17 6.41 7.70 
Public 5.78 6.11 8.00 10.25 

External savings 0.83 1.79 0.95 —0.08 


Source: Production -Development Corporation 
(Corporacién de Fomento de la Produccién), 
National Economic Development Programme, 
1961-70 (Plan Nacional de Desarrollo Econdémico). 


Table 348. Chile: Distribution of total gross investment, by sector, 
1961-70 


Percentage share 
Sector of each sector in 
total investment 


Private sector P F : F e 3 50.0 
Agriculture 3 i : : : ° 3 6.3 
Mining . Fi : it aes 2 : 2 6.6 
Industry . ; : r i 3 ‘ = 15.9 
Energy and fuels : F : . 3 : of 
Building . : 5 : ‘ : . 5.8 
Urbanization and communications. : ; di 
Transport : Fi d : A - A 4.3 
Liaison and unforeseen items . ; é : 2.4 
Inventories F 3 ; , s : ; 4.9 

Public sector : ; : ; , - gf 50.0 
Agriculture : F ; : 5 ‘ F 2.9 
Mining . - J ; . . s 0.2 
Industry . r : ‘ F 5 . 3 4.0 
Energy and fuels : i A Z f % 8.4 
Building : : _ : ; ; ; 18.0 
Urbanization and communications. y 4 3.4 
Transport ‘ : , ; j ; : 9.4 
Liaison and unforeseen items . J A : 25 
Inventories 4 : 3 F ‘ F ‘ 12 

ToTAL 100.0 


Source: Production Development Corporation (Corporacién de 
Fomento de la Produccién), National Economic Development Pro- 
gramme, 1961-70 (Plan Nacional de Desarrollo Econémico). 


@ 1950-59. 
b 1959-65. 
© 1961-69. 


which, added to direct foreign investment and credits fc 
specific private projects, would total 880 million dollar 
Total external financing would thus be divided fair 
equally between the two sectors. 


In 1963-70 the public sector would obtain its savin; 
from three main sources: the central government surplt 
on current account (2,481 million escudos at 1962 prices 
the savings of decentralized institutions (2,020 millic 
escudos) and additional income (628 million) compose 
chiefly of amortization and interest payments on publ 
funds used by the private sector. To gain a comple 
picture of the capital resources at the public sector 
disposal, foreign loans (1,573 million escudos) and tt 
financing accorded by the Banco Central (250 millio1 
would have to be added to the aforementioned sum, whic 
would bring the total of those resources up to some 7,0( 
million escudos (at 1962 prices). These funds would t 
used for public investment (5,940 million escudos 
amortization of loans (670 million) and transfer paymen 
(390 million). 


(v) Balance of payments 


The plan provides for a trade surplus of 1,009 millic 
dollars (7,999 million dollars for exports and 6,990 millic 
for imports). Since remittances abroad would amount t 
1,325 million dollars, there would be a deficit on curre1 
account of 316 million dollars. Between 1961 and 197 
1,570 million dollars would have to be transferred abroa 
for amortization and for depreciation reserves. If the 31 
million dollars needed to cover the deficit on curre1 
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account are added to this, there would have to be a gross 
capital inflow of 1,886 million dollars. 
__ As regards the structure of exports, a relative decline is 
envisaged for mining products (from 73 to 69 per cent of 
_ the total) and an increase for agricultural and industrial 
items. Nevertheless, since diversification is neither a 


sectors producing goods. Moreover, 50 per cent of total 
investment originated in the public sector. Ecuador’s 
economy suffers from imbalances which, had it not hada 
fairly large export capacity, would have caused serious 
bottlenecks. The main deficits occurred in communication 
media, electric energy, agricultural production for 


Table 349. Chile: Financing of gross investment 
(Percentage of total) 


eS 


Period covered by the programme 


Item Base year First year Final year 
1959 1961 1965 1970 
Internal financing 1.9 86.3 93.8 100.4 
Private savings 5.8 39.6 41.7 43.1 
Public savings 6.1 46.7 52.1 57.3 
External financing 8.1 13.7 6.2 —0.4 


Source: Production Development Corporation (Corporacién de Fomento de la Produccién), National 
Economic Development Programme, 1961-70 (Plan Nacional de Desarrollo Econémico). 


Table 350. Chile: Composition of exports and imports 


Item 


Exports of goods and services 
Exports of goods . 
Mining products 
Agricultural commodities 
Industrial products 
Exports of services 


Imports of goods and services 

Imports of goods . 
Consumer goods 
Fuels ‘ 3 , : : 
Raw materials and intermediate products 
Capital goods 
Other goods 

Imports of services 


Period covered by the programme 


Base year First year Final year 

1959 1961 1965 1970 
100.0 100.0 100.0 100.0 
89.3 89.7 90.5 90.8 
73.1 74.3 Seo, 69.3 
4.6 4.7 3:9 6.5 
11.6 10.6 13.1 15.0 
10.7 10.3 9.5 9.2 
100.0 100.0 100.0 100.0 
89.3 90.4 90.9 91.0 
22.3 19.3 18.8 17.5 
TET) 3.0 3.0 1.3 
25.3 28.8 Qs 26.2 
27.0 36.5 39.3 43.6 
3.0 Bes 2.5 2.9 
10.7 9.6 9.18 9.0 


Source: Production Development Corporation (Corporacién de Fomento de la Produccién), National 
Economic Development Programme, 1961-70 (Plan Nacional de Desarrollo Econémico). 


simple nor a rapid process, the Programme proposes that 
the fullest use be made of mining export possibilities. 
With respect to imports, the intention is to proceed with 
substitution, particularly for intermediate and capital 
goods. Nevertheless, in view of the nature and magnitude 
of the industrialization process, the share of imports 
absorbed by capital goods would be doubled between 
1959 and 1970 (see table 350). 


(e) Ecuador: Over-all Economic and Social Development 
Plan, 1964-73 

(i) The situation when the Plan was prepared 

In 1950-61 the gross product increased at an annual 
tate of 5.5 per cent, that is, 2.7 per cent per capita, since 
the population growth rate was 2.8 per cent. The basic 
dynamic sectors were public expenditure and exports. 
Almost one-third of investment was for transport and 
communications, while capital formation was weak in the 


a 


Fe ge es 


domestic consumption, education, and water works and 
sewerage. 


(ii) Purposes and aims 

According to the Plan’s projections, exports will 
continue to be the major dynamic factor; but since the 
growth of traditional exports will hardly exceed 4.8 per 
cent annually, the expansion of minor or new export lines, 
particularly industrial products, is envisaged, as well as 
import substitution (to a value of 642 million sucres in 
1968 and 866 million in 1973). 

The Plan attacks the bottlenecks in economy, which 
include transport (it contemplates the construction of 
1,048 km of highways and the improvement of 2,300 km), 
the energy and irrigation infrastructure, the agricultural 
sector and the capacity to import. During the first period 
covered by the Plan priority is given in the directly pro- 
ductive sectors to a land settlement and agrarian reform 
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plan, and to the promotion of possible export industries, in previous periods there is a reduction in imports ar 
import substitution industries and the small industries exports, and an increase in consumption and investmer 
which can absorb a large number of workers. The highest sectoral growth rates proposed are for minin 


Table 351. Ecuador: Cumulative annual rates of economic growth 


(Percentages) 
Period covered 
by the plan 
Item Past period 1961-64 1964-73 
1950-61 —_—_——— 
b a b 
Final supply C F 5 6.1 a Coles 
Gross domestic product Z 5.6 5.6 4.7 6.4 6.5 
Imports of goods and services . f 6.2 9.3 12.0 4.2 Dal 
Final demand ‘ é . , ‘ 6.1 6.2 
Total consumption . : f - Su 6.1 5.5 5.4 Sky 
(a) Private F f ; : : ai 6.2 5.2 5.6 5.8 
(6) Public , i 5 ‘ 4.7 Sh/ UP 5.0 4.9 
Total gross investment 3 F ; TA 5.0 5.0 10.3 10.1 
(a) Private < . : . : 4.8 3.4 3.4 11.4 ify 
(b) Public : Z L236 il 7p 9.0 8.7 
Exports of goods and services , é es Urs) 7.3 4.9 4.9 
Gross domestic product, by sector 
Agriculture 5.0 Teil 6.9 4.7 4.7 
Mining . 3 . : 3 é 6.3 8.9 8.1 The 8.0 
Industry . : : 2 a : al Wes) 5.0 8.6 8.5 
Building - 9.0 —3.2 —0.2 12.2 11.1 
Services 4.8 4.9 4.3 6.6 6.7 
Population . 5 , é . 3 3.1 Sai! 3.1 Shy ay 
Source: National Board for Economic Planning 4 First hypothesis: with import substitution in 
and Co-ordination, General Economic and Social respect of intermediate goods. 
Development Plan, 1964-73 (Plan General de D Second hypothesis: without import substitution 
Desarrollo Econémico y Social). in respect of intermediate goods. 
Table 352. Ecuador: Composition of final supply and demand 
Period covered by the plan 
Item Base year 1964 1973 
1961 —— oo 
a b a b 
Final supply ; 5 ‘ . 100.0 100.0 100.0 100.0 100.0 
Gross domestic product : : ; 86.1 84.9 83.5 87.1 85.0 
Imports of goods and services. . 13.9 ii! 16.5 12.9 15.0 
Final demand ‘ 3 : 5 7 00:0 100.0 100.0 100.0 100.0 
Total consumption . : : ‘ 74.0 Tpit 72.6 69.2 69.2 
(a) Private i : A ‘ 7 11.7 Aca ipa ate 10.8 
(b) Public F 5 4 . ; 62.3 ee 60.5 aS 58.4 
Total investment j ‘ : 4 13.0 12.5 12.8 17.8 17.8 
(a) Private 7 : : 5 i 1A 6.8 6.9 10.5 10.5 
(b) Public : 3 ; 5.6 Syd 5:9 Pe) 7.3 
Exports of goods and ; services . : 13.0 14.4 14.6 13.0 13.0 
Source: National Board for Economic Planning ® With import substitution in respect of inter- 
and Co-ordination, General Economic and Social mediate goods. 
Development Plan, 1964-73 (Plan General de b Without import substitution in respect of inter- 
Desarrollo Econémico y Social). mediate goods, 


The Plan presents two hypotheses for develpoment: the building and industry (see table 351). At the end < 


first with import substitution for intermediate goods, and the period concerned, import substitution would reduc 
the second without. According to the first hypothesis the share of imports in the composition of final supply 
the annual growth rate of the product is 6.2 per cent (3.15 in final demand, a relative decrease is envisaged fc 


per cent per capita). In comparison with the rates attained consumption and an increase for investment; export 
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would retain their share (see table 352). The changes in 
the structure of the gross domestic product are a relative 
contraction of agriculture and an expansion of industry, 
building and mining; services would remain virtually 
unchanged (see table 353). The ratio of sectoral growth 
to the gross domestic product shows an elasticity coeffici- 
ent greater than unity for all sectors except agriculture; 
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The primary education plan will satisfy total require- 
ments by 1973, providing for a total of 1,103,000 students, 
and adult illiteracy will have been virtually eradicated. 
Provision is made for the training of 75,000 technicians 
and a complete secondary school course for 81,500; this 
will suffice to meet the demand for professionals during 
the ten years of the Plan. 


Table 353. Ecuador: Changes in the structure of the gross domestic product, by sector 


} (Percentages) 
4 
4 Period covered by the plan 
Sector Base year 1964 1973 
(1961) ___ 
b a b 
Goods . P 2 : 58.8 59.4 59.2 58.9 58.3 
Agriculture and livestock 37.0 39.3 39.3 33.9 33.9 
Mining PT] 2.8 29 3.1 
Industry 14.4 1357) 17.2 16.3 
Building 3.0 3.4 49 5.0 
Services 41,2 40.6 40.8 41.1 41.7 
Energy ; 3 F , : F 1.2 1 1.4 1.4 
Other services . 5 F ; ‘ 40.1 39.4 39.6 39.7 40.3 
ToTraL 100.0 100.0 100.0 100.0 100.0 


Source: National Board for Economic Planning 
and Co-ordination, General Economic and Social 
1964-73 (Plan General de 


Development Plan, 
Desarrollo Econémico y Social). 


® With import substitution in respect of inter- 
mediate goods. 
Without import substitution in respect of 
intermediate goods. 


Table 354. Ecuador: Ratio of sectoral growth to the total gross domestic product 


Period covered by 


Sector Past period 1961-64 the plan® 
1950-61 1964-73 
Agriculture 0.91 1539 0.73 
Mining 118) 1555) pi72 
Industry . 0.93 0.62 i232 
Building . 1.34 —0.67 1.86 
Services . 1.05 0.87 1.02 


Source: National Board for Economic Planning 
and Co-ordination, General Economic and Social 
1964-73 (Plan General de 


{ Development Plan, 


it should be noted that the industrial sector coefficient 
which was 0.93 in 1950-61 and 0.62 in 1961-64, would be 

_ 1.32 in the period covered by the Plan (see table 354). 

_ On the second hypothesis—economic growth without 
import substitution for intermediate goods—the growth 
rate of the product would be 6.0 per cent, while imports 
would increase even faster, by 6.8 per cent; an analysis 

_ by sectors shows that the growth rate of industry would 

_ be lower than that postulated under the first hypothesis 

_ (see again tables 351 to 353). 

As regards the social aims envisaged, the food target 

is to increase the present daily consumption of 1,840 

calories to 2,190 calories by 1968 and to 2,300 by 1973. 

In clothing and footwear the proposal is to attain a 

per capita consumption of 12.5 metres of plain fabric 
annually, and to treble the production of footwear so 

that by the end of the period there will be one pair a 

year for each inhabitant. 


Desarrollo Econémico y Social). 


4 First hypothesis: with import substitution in 


respect of intermediate goods. 


It is proposed to build 138,500 housing units in ten 
years, 81.6 per cent for the urban and 18.4 per cent for 
the rural sector. Infant mortality is to be reduced by 50 
per cent, and drinking water and sewerage provided for 
90 per cent of the urban and 24 per cent of the rural 
population. 


(iii) Investment needs 


During the period concerned the total investment 
contemplated is 41,000 million sucres at 1960 prices, 
which is twice the investment in the previous decade; 43 
per cent of that sum will be invested in the public sector 
and 57 per cent in the private sector. The sectors to 
which the largest share of investment is allocated are, in 
descending order of importance, manufacturing, housing, 
transport and agriculture (see table 355). Compared with 
investment in the previous decade, there is an increase 
in the productive sectors and housing, and a relative 
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reduction in transport and communications; this also 
implies a relative increase in private investment. 

The investment coefficient, which was 14.9 per cent in 
1961 and 14.7 per cent in 1964, would be 20.4 per cent in 


Table 355. Ecuador: Sectoral distribution of total gross investment, 
1964-73 


Investment in 
Sector each sector as 
@ percentage 

of the total 


Private sector - : : 56.9 
Agriculture, forestry and fisheries : z é 10.9 
Mining and petroleum x ‘ : é . 1.2 
Industry ‘ Z A : : 5 : 18.9 
Housing . 2 i P é ; ; ie ey 
Transport ; 5 , ; ¢ - ‘ ehy) 
Other services . : : é ; 5 : 8.5 

Public sector x : : 3 ‘: ; : 43.1 
Economic purposes . 3 , : 1955 

Agriculture, forestry and fisheries ‘ . : 1.4 
Mining and petroleum 0.2 
Industry 0.3 
Transport and communications PS 
Energy 3.8 
Other sectors : 2.3 
Socio-economic purposes . 11.3 
Education 1 
Health 1.8 
Housing 3.9 
Aqueducts and sewerage 4.1 
Other socio-economic purposes 0.4 
Other purposes 12:3 


ToTaAL 100.0 


Source: National Board for Economic Planning and Co-ordination, 
General Economic and Social Development Plan, 1964-73 (Plan 
General de Desarrollo Econdémico y Social). 


Table 356. Ecuador: Technical and behaviour ratios 


Period covered by the plan 


Item 1961 
1964 1973 

Marginal gross product-capital 

ratio . : : 3 : 0.362% a 0.371" 
Investment coefficients (invest- 

ment as a percentage of the 

gross domestic product) 

Total gross investment . . 14.95 14.71 20.38 

(a) Private . ; ; . 8.49 7.96 12.00 

(b) Public . 5 . . 6.46 6.75 8.38 
Savings coefficients (savings as a 

percentage of the gross domes- 

tic product) 

Internal savings . : | 81087 10.14 16.57 

(a) Private . F ; fe RTS 6.52 11.51 

(6) Public . ’ a ee Eee 3.62 5.06 

External savings . F . 4.08 4.57 3.81 

Total savings : : . 14.95 14.71 20.38 


Source: National Board for Economic Planning and Co-ordination, 
General Economic and Social Development Plan, 1964-73 (Plan 
General de Desarrollo Econdémico y Social). 


@ 1950-61. 
b 1964-73. 


1973; private investment would account for the highe 
relative increase. The marginal gross product-capit 
ratio would rise from 0.362 in 1950-61 to 0.371 in 1964—7 
(see table 356). 


(iv) Financing 

Of the total investment contemplated in the Plan, 2 
per cent would be financed by external savings and 78 px 
cent by internal resources; 50 per cent of the latter wou! 
be forthcoming from the private sector and 28 per ce 
from the public sector. The relative importance « 
externa] financing would grow in the first few years ar 
diminish by the end of the period, while the conver: 
would be true of private savings. The external savin; 
coefficient in terms of the gross domestic produc 
which was 4.1 per cent in 1961, would go up to 4.6 p 
cent in 1964 and drop to 3.8 per cent in 1973; and nation: 
savings would climb steadily from 10.9 per cent in 19€ 
to 16.6 per cent in 1973 (see table 357). However, th 
internal savings effort would not mean a sacrifice i 
consumption, which would increase at an average annu: 
rate of 5.6 per cent. 


Table 357. Ecuador: Financing of gross investment 
(Percentage of total investment) 


Base Period covered by the pla 


Item year 
1961 1964 1973 
Internal financing . i be heed 68.9 81.3 
Private savings . 2 2 5157 44,3 56.4 
Public savings . ‘i fe AGG 24.6 24.9 
External financing . i eA 3d¢1 18.7 


Source: National Board for Economic Planning and Co-ordinatio 
General Economic and Social Development Plan, 1964—73 (Plan Gener 
de Desarrollo Econémico y Social). 


The disparity between the savings and investmer 
targets of the public and private sectors shows the nee 
for transfers between one sector and another, and fe 
contributions in the form of external savings. The pla 
proposes the creation of a National Development Fun 
which would accumulate the internal and external func 
needed to finance the Plan. 


In 1973 the public sector will have to almost double tk 
income it obtained in 1964 to cover its expenditure an 
investments. To that end, the Plan proposes a tax refor: 
which would change the tax base itself, and reorganiz 
the tax administration. But since current income woul 
still be insufficient, provision is made throughout tk 
period for an average annual external loan for the publ. 
sector of 1,064 million sucres at 1964 prices; the privat 
sector, for its part, would contribute an average of 63 
million sucres annually. Thus, loans would represent 2 
per cent of the total income of the consolidated publ 
sector. 

Private investment is financed as follows: 70 per cet 
by private savings (of families and enterprises), 22 ps 
cent by public sector loans (Development Bank an 
other public financing agencies) and 8 per cent b 
foreign loans and investments. The Plan recommends 
number of institutional and legislative reforms calculate 
to facilitate the transfer of funds between the differer 
sectors generating savings. 


f 
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(v) Balance of payments 

It is assumed that exports will total 978.1 million 
dollars and imports 1,104.4 million dollars in the first 
five years of the Plan; in the second quinquennium these 
figures would be 1,288.5 million dollars for exports and 
1,416.1 million for imports. In the balance on current 
account there would be a deficit of 253.3 million dollars 
in the first five years and 292.6 million in the second, to be 
covered by net inflows of capital. Thus, loans for 280 
million dollars are envisaged for the first half of the period 
and 340.6 million for the second (see table 358). 


the strengthening of the municipal governments. The 
tax reform aims at obtaining the funds needed for the 
development plan without reducing private investment or 
provokinginflation, and ensuringa fairer distribution of the 
tax burden. The metropolitan development programme is 
directed towards converting the “‘strip” (regidn de la ruta, 
the strip bordering the Canal Zone), where 45 per cent of the 
population lives in 10 per cent of the national territory, 
into a prosperous industrial and commercial complex. 
The land reform is based, in the first stage, on the 
distribution of State lands to those who are cultivating it. 


Table 358. Ecuador: Composition of exports and imports 
pn ee rr 


Period covered by the plan 


Item Base year 1964 1973 
1961 
a b a b 
Exports of goods 100.0 100.0 100.0 100.0 100.0 
Bananas 50.7 57.8 57.8 51.9 $1.9 
Cacao 16.1 12.2 12.2 10.8 10.8 
Coffee : , : A ; : 15.4 14.6 14.6 11.9 11.9 
Fish products. 3 2 3 ‘ 3.8 4.2 4.2 4.8 4.8 
Industrial products. ; : 5 5.5. 14 14 16.0 16.0 
Other products . 5 8.5 3.8 3.8 4.6 4.6 
Imports of goods 100.0 100.0 100.0 100.0 100.0 
Consumer goods , 7 ‘ 21.9 13.4 12:5 13.7 11.8 
Raw materials and intermediate products 33.9 52.5 55.8 39.1 47.6 
Capital goods 44.2 34.1 31.7 47.2 40.6 


Source: National Board for Economic Planning 
and Co-ordination, General Economic and Social 
Development Plan, 1964-73 (Plan General de 
Desarrollo Econémico y Social). 


The projection of exports shows a contraction of the 
contribution of bananas, cacao and coffee, which would 
decline from 84.6 per cent in 1964 to 80.5 per cent in 
1968 and 74.5 per cent in 1973; conversely, exports of 
industrial goods would increase. As regards imports, 
the first hypothesis provides for a relative reduction for 
raw materials and intermediate products and a rise in the 
proportion of capital goods; on the second hypothesis, 
since import substitution in respect of raw materials and 
intermediate products would be on a smaller scale, their 
share would increase to 47.6 per cent of total imports in 
1973. 


(f) Panama: Economic and Social Development 
Programme, 1963-70 


(i) Targets and aims 

Panama’s economy is based on agriculture, which has a 
modern sector side by side with a subsistence sector, and 
on the commercial activities associated with the Canal 
Zone. The development programme relates basically to 
State activities, especially in the form of public invest- 
ment; as regards private activity, all that is aimed at is to 
influence its course by means of certain incentives. Thus 
the programme proposes a sharp increase in public 


investment, and four basic reforms, in the fields of public 


administration, taxation, metropolitan development and 
land tenure. The first consists of a reorganization of the 
central government, an improvement in the public 
services, the co-ordination of autonomous bodies and 


® With import substitution in respect of inter- 


mediate goods. 


b Without import substitution in respect of 


intermediate goods. 


Table 359. Panama: Cumulative annual growth rates 


(Percentage) 
1950-59 1961-63 1963-70 
Final supply 
Gross domestic product ; 4.9 8.7 5:5 
Imports of goods and services 4.0 6.1 53 
Final demand 
Total consumption ‘ ‘ Aen 9.7 5.0 
Private . 3 é Biss} af) 5.4 
Public. ; F ; 4.4 24.3 3.5 
Total gross investment : 6.4 
Private . ; : : S16) 
Public. ; P ‘ 7.4 
Exports of goods and services 22 6.2 6.2 


Gross domestic product by sector 


Agriculture 3 2 5.0 
Industry . ; ‘ 4 =i | 
Construction : : : 6.7 
Services 5 é ; , 3.8 


Source: General Office of Planning and Administration, Programa de 
desarrollo econémico y social. 


The programme postulates an annual growth rate of 
the gross domestic product of 5.5 per cent from 1963, 
which means a per capita growth rate of 2.5 per cent (see 
table 359). This target does not involve any sudden 
change compared with previous years, since in 1950-59 
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the annual rate was 4.9 per cent, and in 1961-63 it was 
8.7 per cent. Investments and exports are envisaged as 
increasing at a higher rate than the product, and imports 
and consumption at a lower rate. As regards sectoral 
development, the programme provides for the most rapid 
growth in the industrial sector, with construction and 
services in second place. In the structure of final supply 
and demand the most striking feature is the relative 
increase in public investment (see table 360). 


Table 360. Panama: Composition of final supply and demand 


Period of the plan 
1961 


1963 1970 

Final supply. : : . 100.0 100.0 100.0 
Gross domestic product See 74.2 74.4 
Imports of goods and services 26.8 25.8 25.6 
Final demand 100.0 100.0 100.0 
Total consumption ; . 64.4 66.5 64.7 
Public. : : f 8.7 is) 10.0 
Private . : F Dll 55.0 54.7 
Total gross investment a HERO} 12.2 13.0 
Public. ; : : 3.1 Dai 6.5 
Private . 7 : eOrS 6.5 6.5 
Exports of goods and services 22.0 21.3 Pps} 


Source: As for table 359. 


The programme lists a series of economic, social and 
political aims. The most important economic aim is to 
achieve greater productive efficiency by a balanced 
diversification of the regional and sectoral economic 
structure. It is also hoped to effect a more equitable 
distribution of income, wealth and opportunity. The 
specific measures undertaken to achieve these aims will 
be the above-mentioned basic reforms in taxation, land 
tenure, public administration and metropolitan develop- 
ment. In the social field it is intended that every Pana- 
manian child shall have a full primary education, that a 
higher proportion will receive secondary and university 
education, and that adult illiteracy shall be eliminated. 
In the field of health the aim is to increase the existing 
services by building a series of hospitals and health centres 
that will provide both preventive and curative treatment; 
in addition the number of persons covered by the Social 
Security Fund will be increased. In housing the construc- 
tion of dwellings for low-income familes will be en- 
couraged. 

At the political level the programme will aim at using 
Panama’s geographical position to help achieve a Latin 
American common market and to review the contractual 
relations with the United States. 


(ii) Investment 

The proposed increase in the gross domestic product 
involves an annual gross investment of 113.5 million 
balboas. The total gross investment coefficient in terms 
of the gross domestic product was 18.6 in 1961 and 16.5 
in 1962; the plan provides for a coefficient of 17.5 in 1970. 
The gross marginal product-capital ratio estimated for 
1963-69 is 0.33. For 1963-66 a gross total investment of 
386.9 million balboas is postulated, of which 57 per cent 
represents private investment and 43 per cent public 


investment; the programme provides for a progressiv 
increase in public investment from 23 per cent of tote 
gross investment in 1961 to 47 per cent in 1963 and 50 pe 
cent in 1970. For private investment the programm 
presents only an over-all projection, whereas the publi 
investment programme includes a number of project: 
prepared at varying levels of detail. Of the total invest 
ment of 437.3 million balboas for the whole period, th 
largest proportions will go to transport (22 per cent) an 
housing (10 per cent); in addition 22 per cent is held i 
reserve for future investment projects (see table 361). 


Table 361. Panama: Sectoral distribution of investment 
(Percentage of total gross investment) 


Period of the plan 


1961 

1963 1970 
Private investment . F 5 RES 53.4 50.2 
Public investment . : a) D2 46.6 49.8 
(a) Economic purposes. : 16.9 14.4 
1. Agriculture . i 4 38) op 
2. Industry i : 1.6 4.1 
3. Transport . ; : 9.1 3.6 
4, Energy 2.7 1.6 
(b) Socio-economic purposes. 27.9 7.8 
1. Education . : 5 6.4 Pa 
2. Health . : ; : 3.6 0.2 
3. Housing é : = 13.2 2.9 

4. Water supply and 
sewage systems . ‘ 3.9 1.1 
5, Others: ; ‘ ; 0.8 TES 
(c) Administrative purposes : 18 1.7 
(d) Future investment projects . = 25.9 


Source: As for table 359. 


(iii) Financing 

Within the structure of total savings, the programm 
envisages an increase in external savings, rising from 8. 
per cent of the product in 1961 and 1963 to 9.6 per cent i 
1970, while domestic savings falls from 9.9 per cent i 
1961 to 7.8 per cent in 1963 ad 7.9 per cent in 1970 (se 
tables 362 and 363). 


Table 362. Panama: Financing of gross investment 


(Percentage) 
Period of the plan 
1961 re 
1963 1970 
Internal financing . 5 Es 47.0 45.0 
External financing . . . 46.9 53.0 55.0 


Source: As for table 359. 


To finance public investment the programme propos« 
a substantial increase in regular government revenue b 
means of the tax reform, and the negotiation of a ne 
financial agreement on the Canal; in addition it envisags 
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the obtaining of “‘soft’’ loans for investments that are not 
self-financing, and the contracting of loans of the tradi- 
tional type. Thus 138.2 million balboas are to be provided 
by loans, 105 million by special financing, and 194.1 
million by budgetary allocation. 


Table 363. Panama: Selected coefficients 


Period of the plan 
1961 


1963 1970 
Gross marginal SH RS 

ratio . s OSse 

Investment coefficients 
(as percentage of gross 
domestic product) 

Total gross investment . 18.6 16.5 eS 
Private 3 . 14.4 8.8 8.8 
Public . . ; ‘ 4.8 an 8.7 

Savings coefficients 
(as percentages of gross 
domestic product) 

Total savings 18.6 16.5 fos) 
Domestic savings . : 9.9 7.8 7.9 
External savings ; : 8.7 8.7 9.6 


Source: As for table 359. 
& 1963-69. 


Some incentives to the private sector will be described 
in the section dealing with the sectoral and regional pro- 
grammes, but the programme does not provide for them 
on a general basis. 


(iv) Balance of payments 


During 1963-66 estimated exports of goods and 
services will amount to 732.7 million balboas, and esti- 
mated imports to 791.6 million; once current transfers 
to the rest of the world and donations have been taken 
into account, the deficit on current account amounts to 
197.2 million balboas. For 1967-70 exports are esti- 
mated as 848.3 million balboas and imports as 998.4 
million, and after including transfers to the rest of the 
world and donations, the deficit on current account is 
284.3 million. On the capital account, the net balance for 
external loans and private investments is 148.2 million 
balboas in 1963-66 and 150.8 million in 1967-70. The 
need for additional financing thus amounts to 49 million 
balboas for 1963-66 and 133.5 million for 1967-70. 


Exports of goods and services are largely related to the 
Canal Zone; the plan assumes that after a number of 
years of relative stagnation the Canal Zone may once 
again become a stimulus to growth, especially during the 
first part of the period. It is also assumed that there will 
be an increase in exports to other areas. As for the struc- 
ture of imports, it is assumed that about half will be 
manufactured goods and slightly under 10 per cent will 
be food imports (see table 364). 


(g) Venezuela: National Plan, 1963-66 


(i) Targets and aims 

The National Plan covers the period 1963-66, but this 
four-year period is envisaged within the framework of a 
longer span, extending to 1975; there is also a short-term 
plan, in the form of an annual plan. Thus the aim is to 
establish an integrated planning system which both 


Table 364. Panama: Composition of exports and imports 


Period of the plan 
1963 1970 


1961 


Exports of goods and services. 


Exports of goods and services to ‘the Canal Zone . 


Revenue from the Free Zone F 
Exports of goods and services to other areas 
Goods 

Bananas 

Shrimps 

Other . 
Services . 


Imports of goods and services 
Goods 

Food products ‘ 
Beverages and tobacco . : 
Inedible raw materials, excluding fuels 
Fuels, mineral oils and related products 
Oils and fats of animal and vegetable origin 
Chemical products 


Manufactured articles classified according to the 


material used 
Transport machinery and equipment 
Miscellaneous manufactured goods . 
Miscellaneous 
Services . 


100.0 100.0 100.0 
47.7 47.3 39.3 
8.5 9.2 10.5 
43.8 43.5 50.2 
21.6 20.9 20.8 
14.0 12.5 10.7 
4 3.8 3.8 
3.5 4.6 6.3 
aap 22.6 29.4 
100.0 100.0 100.0 
16.7 77.0 71.3 
9.1 8.5 7.0 
1.6 1.4 0.7 
0.9 0.9 0.8 
1.4 7.5 1.7 
0.2 0.2 0.1 
$2 8.2 8.4 
20.2 20.5 21.1 
18.2 19.2 21.8 
10.3 10.0 9.2 
0.6 0.6 0.5 
23.3 23.0 227 


i 


Source: As for table 359, 
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indicates the basic targets and at the same time permits 
the plan to be put into effect immediately. 

The plan has four main aims, to achieve a higher 
growth rate, to begin diversifying the economy, to 
increase employment and to redistribute income. The 
specific measures proposed to achieve these aims include 
an expansion of education and the promotion of a heavy 
industry complex in Guayana. 


The plan postulates an annual growth rate of 4 per cent 
for the petroleum sector and 4.8 per cent for exports in 
general; consequently the proposed annual growth rate of 
7.9 per cent in the gross domestic product will have to 
be achieved through a change in the pattern of the growth 
of the product. Thus the plan proposes an increase of 8 
per cent for the agricultural sector (as against a rate of 
4.5 per cent for 1951-59) and makes the manufacturing 


Table 365. Venezuela: Annual cumulative growth rates 


(Percentage) 
Historical rate Period of 
1962-66 the plan 
1951-59 1959-62 (1963-1966) 
Final supply 
Gross domestic product 8.0 2.8 7.9 7.6 
Imports of goods and services 91 —16.7% 3.5) 2.2 
Exports of goods and services eee Pike 48 4.6 
Gross domestic product, by sector 
Agriculture. 5 4.5 het, 8.0 7.9 
Mining and petroleum 13) 3.9 4.3 4.3 
Industry 13.7 Sal 13.9 12.0 
Construction 6.5 —8.3 14.8 14.8> 
Services . The 22 6.2 5.8 


Source: Central Planning and Co-ordination 
Office, Plan de la Nacién, 1963-66. 


The plan proposes a total gross growth rate of 7.9 per 
cent a year in relation to 1962, which is higher than the 
rate for 1959-62 and comparable to the rate for 1951-58 
(see table 365). Development over the period 1951-58 
was based on an increase of over 10 per cent a year in 
exports of petroleum and iron ore, whose stimulating 
effect was transmitted to the rest of the economy mainly 
through public expenditure. 


Table 366. Venezuela: Composition of final supply and demand 


Period 
of the 
1960 plan 
1963-66 
(cumulative) 


Final supply. 7 4 - 4 . 100.0 100.0 
Gross domestic product 3 : se OleZ 82.5 
Imports of goods and services* . >) 13:8 1725 

Final demand ; ; ; : . 100.0 100.0 
Total consumption ; 5 , 60.2 59.9 
Private é é : : ; . 49.6 50.8 
Public : : fk : ; - 10:6 9.1 
Total gross investment . - 3 . 16.0 TTS: 
(i) Fixed capital . : , : AP iisrey 16.4 

Private : ; ; ; 8.6 10.5 
Public 5 ; ; ; F Tek Si 

(ii) Increase in stocks . ; , : 0.3 if 
Exports of goods and services . A Be EE 22.6 


Source: As for table 364. 4 , ‘ ; 
® Imports of goods plus balance of services. Financial services. 


® For 1959-61. 
D For 1962-66. 


and construction sectors the key points of development. 
with rates of 13.9 per cent and 14.8 per cent, respectively 
The rate proposed for the manufacturing sector is higher 
than that for 1959-62, but not much above that for 1951- 
59. The rate proposed for the construction sector is 
much higher than for earlier periods. 


As regards final demand, the growth rate proposed 
plan for private consumption is higher than in earlie: 
periods, and that proposed for public consumption i: 
lower; a high growth rate is envisaged for gross domestic 
investment, although its contribution to the gross dom: 
estic product is projected as less than in the two preced- 
ing periods. The increase in private consumption i: 
regarded as a necessary part of the plan in order tc 
achieve a high level of effective demand capable of stimu: 
lating the manufacturing sector (see table 366). 

Between 1962 and 1966 the contribution of the petrol. 
eum sector to the product is to be reduced from 22 to 1$ 
per cent, and the contribution of the services in genera 
will also be reduced; conversely, the contribution ot 
manufacturing will rise from 16 to 20 per cent (table 367) 
In relation to 1951-59 the ratio between sectoral growth 
and that of the total gross domestic product represents 4 
substantial increase for agriculture and construction and 
a decrease for mining and petroleum, while for industry 
the level will be about the same (see table 368). 

One aim of the plan is to change the distribution patterr 
of real personal income. The specific targets of the plar 
in this respect are the reduction of unemployment, an 
increase in productivity, and an appropriate channelling 
of public expenditure; the plan does not contemplate 
any special use, for this purpose, of the two instruments o! 
price and wage policy and fiscal policy. 


| 
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The plan postulates 112,500 additional employment 
Openings annually, in order to provide work not only 
for the annual addition of 70,000 persons to the labour 
force, but also for the 42,500 unemployed. In other 
words, with an assumed annual addition to the labour 
force of 2.6 per cent, the projected increase in employ- 
ment is 4.7 per cent. The first projection made provided 


Table 367. Venezuela: Changes in the composition of the gross 
domestic product, by sector 


1959 1962 eee 
(1966) 
Agriculture. : : 3 6.2 ii ee 
Petroleum. é 7 209 222. 19.1 
Mining : ‘. : : 1.8 12 8) 
Manufacturing 2 - Sets 16.4 20.0 
Construction . F : : 72 5.1 6.6 
TorAL, product for goods 51.4 52.0 54.2 
Electricity, gas and water. : 1.2 15, 2.2 
Transport and communications 4.4 4.0 4.0 
fitade . Fi 5 4 ‘ 16.1 15.2 14.3 
Housing. : ; Z er10:7 11.4 10.3 
Other private service: , ; isl 7A 6.9 
Government . : i ‘ wail 8.8 8.1 
TOTAL, product for services 48.6 48.0 45.8 
TOTAL, goods and services 100.0 100.0 100.0 


Source: As for table 364. 
§ The plan covers the period 1963-66. 


Table 368. Venezuela: Ratio of sectoral growth to that of the total 
gross domestic product 
(Are elasticity) 


Period of 


Historical 1959-62 the plan® 

1951-59 ~ 1962-66 
Agriculture . ; : F 0.57 2.64 1.01 
Mining and petroleum . ; 0.92 137 0.56 
Industry 2 : r : 1.67 1.79 1.67 
Construction . 2 4 : 0.82 —3.10 1.82 
Services . 4 : 3 5 0.96 0.86 0.85 


Source: As for table 364. 
® The plan covers the period 1963-66. 


for the reduction of unemployment only from 14.2 per 
cent of the labour force in 1962 to 13.7 per cent in 1966; 
in view of the unsatisfactory nature of this target, two 
additional proposals were included in the plan, one for 
the construction of housing and water supply systems, 
and one for the training of workers and technicians, and 
it is hoped that by these means unemployment can be 
reduced to 6.9 per cent in 1966. 

The plan makes clear the extent of the effort made in 
recent years to reduce the educational deficit. Between 
1958 and 1961 the illiteracy rate in the population aged 
ten and over was reduced from 56 to 26 per cent, and 
between 1957 and 1962 the number of pupils registered 


in primary schools nearly doubled. For 1963-66 the 
plan envisages public expenditure on education totalling 
4,478 million bolivars at 1962 prices, which will represent 
11 per cent of the total public expenditure proposed. Of 
this sum, 552 million bolivars will be for investment and 
3,926 million for current expenditure. 


The housing programme aims at increasing the per- 
centage of housing needs met, which is to rise from 63 
per cent in 1963 to 67.8 per cent in 1966, and at increasing 
employment in the construction sector by using 210,000 
man/years during the period of the plan. 


The plan deals successively with the problem of hospi- 
tals, public health measures, the nutritional programme, 
and the water supply and sewage systems. It is proposed 
to add 6,836 hospital beds during 1963-66, which will 
bring the total for the country to 34,466 and give an index 
of 3.76 beds per thousand inhabitants. The cost of mak- 
ing these additional beds available will be 56 million 
bolivars. The nutritional programme provides for 
increasing the number of low-cost cafeterias to 3,458, at 
an annual operating cost of 68 million bolivars. This 
programme is expected to increase the per capita consum- 
tion of calories from 2,581 in 1962 to 2,866 in 1966. 
Public expenditure on public health and hygiene will 
amount to 13.8 per cent of the total. The plan aims at 
increasing the percentage of inhabitants who have a 
running water supply, in towns of over 5,000, from 59.6 
per cent in 1962 to 93.7 per cent in 1966. In centres with 
between 500 and 5,000 inhabitants it is hoped to increase 
the percentage from 64 per cent in 1960 to 100 per cent 
in 1964, on the basis of a total population of up to 
1,735,000. The investment in urban water supply and 
sewage systems would be 835 million bolivars for the 
period of the plan and 252.6 million bolivars for rural 
water supply systems. 


The community development programme now covers 
633 communities and sixteen States, and a population of 
620,000. The number of projects completed is 390, and a 
further 167 are in course of execution, involving a total 
investment of 18 million bolivars. During the period of 
the plan the Community Development and Municipal 
Promotion Fund will have at its disposal 573 million 
bolivars. 


(ii) Investment and financing needs 

The investment envisaged for achieving the aims of the 
plan is 28,191 million bolivars at 1960 prices. This 
figure represents 20.3 per cent of the gross domestic 
product, and in comparison with 1960 involves not only 
an increase in the total investment coefficient, but also a 
relative increase in private investment in relation to 
public investment (see tables 368 to 370). 


Manufacturing industry and housing are to receive 37 
per cent of the total investment (in 1951-58 the corres- 
ponding percentage was 25), whereas the share of trans- 
port and communications and of services is to be reduced 
to 30 per cent under the plan, as against 34 per cent in 
1951-58 (see again table 369). 


The plan proposes that a third of gross domestic 
investment should be undertaken by the public sector 
and two-thirds by the private sector, as against corres- 
ponding figures of 46 and 54 per cent, respectively, for 
1950-58. The aim will be to encourage private investment 
by means of credits and government participation, and to 
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make a corresponding reduction in direct investment by 
the public sector. The publicsector contribution including 
loans granted will be 40 per cent. 

The marginal gross product-capital ratio for the period 
of the plan is estimated as 0.33 (see again table 370). 
National savings is to finance 89 per cent of the invest- 
ment envisaged (36 per cent will be from public savings 
and 53 per cent from private savings), and external savings 


Table 369. Venezuela: Sectoral distribution of investment 


Period of 
the plan 
1960 1963-66 
(cumulative) 


Private investment . . : 5 . 54.3 66.5 
Agriculture . : é ; : 6.4 3.8 
Petroleum and mining . 2 : a h@si 9.9 
Manufacturing . ;: : ‘ 7.0 16.4 
Electricity, gas and water i F ae 1.6 
Transport and communications. 5 aS) iS 
Trade ‘ : - ‘ 47 Ths) 
Housing and urbanization ‘ ‘ wel 228 14.7 
Construction : : 5 , . —0.4 13 
Other private services . A : : 6.1 3.4 
Increase in stocks : : . 3 — 6.4 

Public investment . : . 4 ae Chey, S35) 

(i) Economic purposes. . : Be ERA 20.3 
Agriculture 5 : 3 , P1511 Bhai 
Petroleum and mining : 3 3 0.2 0.7 
Manufacturing : . j ; 5.4 1.8 
Electricity, gas and water . 4 F 3.8 3.3 
Transport and communications ee LES 8.4 
irades ©. : : ; ; 5 — 0.3 
Other . : : : ‘ 0.7 0.1 

(ii) Socio-economic purposes f ‘ f 6.0 4.5 
Housing and urbanization . : : 6.0 4.5 

(iii) Administrative purposes. ‘ = Al he7, 8.6 

Government . ; 5 A “AAT 8.6 
(iv) Increases in stocks . . ; . IGS) —_ 
TOTAL, gross domestic investment 100.0 100.0 


Source: As for table 364. 


will amount to 11-per cent. (see table 371). As regards 
domestic financing, the contribution of private savings 
will decrease and that of public savings will increase. The 
plan indicates that for 1963-66 there should be a surplus 
_ of savings in relation to public sector investment amount- 
ing to 834 million bolivars, and this can be used to finance 
part of the deficit in the private sector, where investment 
is expected to exceed savings by 3,866 million bolivars. 


(iii) Balance of payments 

The plan estimates a trade balance surplus of 21,376 
million bolivars for 1963-66; as the deficit on the services 
account is 21,973 million, the deficit on current account 
will be 597 million bolivars. This sum, added to the 
deficit on capital account of 2,435 million bolivars, 
brings the balance-of-payment deficit for 1963-66 to 
3,032 million bolivars. This projection does not take 
account of the possible repatriation of the Venezuelan 
capital that left the country during the years of economic 
recession. 


The composition of exports projected for the period of 
the plan maintains the predominant position of petroleum 


Table 370. Venezuela: Selected economic ratios 


Period of 
1960 the plan 
1963-1966 
Gross marginal product-capital ratio. . 0.30 0.33* 
Investment coefficients 
(Percentage of gross domestic product) 

Total gross investment . 3 : = 18:6) 20.3 

Fixed capital : : : * wae 8:3 19.0 
Private investment . 3 : - L01 122 
Public investment . : : é 8.2 6.8 

Increase in stocks ; , ‘ - 0.3 ey 

Savings coefficients 
(Percentage of gross domestic product) 

Domestic savings - . 5 KES) 18.1 
Private savings P : : me i | 10.7 
Public savings . % : 3 : 5.4 74 

External savings . é 5 é , Paik PY 92 

Total savings ‘3 4 ‘ a o.G) 20.3 


Source: As for table 364. 


Table 371. Venezuela: Financing of gross investment 


(Percentage) 
Period of 
the plan 
1960 1963-66 
(cumulative) 
Domestic financing . ' . . 89.1 89.2 
(i) Private savings . : és , . 59.9 52.8 
(ii) Public savings ; : : senna? 36.4 
External financing . ‘ ‘ 3 eee O19) 10.8 


Source: As for table 364. 


Table 372. Venezuela: Structure of exports and imports 


Period of the plan 


1960 ee 
1963 1966 
Exports of goods. . 100.0 100.0 100.0 
Petroleum and petroleum 
products . é : 2 290i 92.9 91.4 
JIronore. s ‘ tet? 4.3 49 
Agricultural products 1.4 i> 1.9 
Manufactures. F ‘ 0.1 1.0 1B / 
Re-exports ily? 0.3 0.1 
Imports of goods. : . 100.0 100.0 100.0 
Agricultural products . : 5.4 3.4 ZA | 
Investment goods : 2S 29.0 41.5 
Other manufactures. een6200 57.6 45.4 
Miscellaneous products e037 10.0 10.0 


Source: As for table 364. 


(91.4 per cent of all exports) and provides for a slight 
increase in the contribution of agricultural products and 
manufactures. As regards imports, the aim is above all to 
increase the percentage of investment goods and reduce 
that of manufactures (see table 372). 
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(h) Brazil: Government Programme of Economic Action, 
1964-661 
(i) Targets and aims 


The basic aims of this programme are to increase the 
pace of development, which has declined markedly in 
recent years, to halt inflation, to reduce economic and 
social imbalances, to provide employment opportunities, 
and to correct the tendency to uncontrolled deficits on 
the balance of payments. To secure these ends the plan 
proposes an economic policy that does not claim to 
‘tepresent an over-all development plan, but rather a 
programme of co-ordinated government action in the 
economic field. 


Between 1947 and 1961 the real product increased at 
an average annual rate of 5.8 per cent, and during the 
five-year period 1957-61 the rate was 6.9 per cent. In 
1962 the rate began to decline; in 1962 it was 5.4 per cent 
and in 1963, 1.4 per cent. The programme proposes to 
restore the rate of 6 per cent for 1965 and 1966, so that it 
can be raised to 7 per cent in the following period; this will 
_ make it possible to double the product in from 21 to 29 
_ years, and in the 1980’s a per capita income of 650 dollars 
_ will be attained. To achieve these results the programme 
_ aims at reducing the lag in the agricultural sector, and 
_ restoring the former high rate of growth in industry. 


The programme views the most urgent problem as the 
halting of inflation, since in 1963 the annual rate of 
inflation was 80 per cent, and in the first quarter of 1964 
the rate was 25 per cent. To this end a progressive 
reduction of the government deficit is envisaged, a wage 
policy that maintains wages at the level of the preceding 
period, permitting increases only in so far as they relate 
‘to greater productivity, and an increase in credit to enter- 
prises proportional to the growth of the product at 
current prices or the expansion in the money supply. The 
expansion in the money supply proposed is 70 per cent 
for 1964, 30 per cent for 1965, and 15 per cent for 1966; 
it is stressed that this inflation is not cumulative but 
corrective, since its aim will be to remedy certain dis- 
tortions in the price system. 


___ The programme lays down general rules of economic 

_ policy. With respect to income distribution it affirms 
that the present percentage share of wages and salaries 

_ in the functional distribution of income should be main- 
tained; in exchange policy, it recommends a simplifica- 
tion of the system, with a view to establishing a single 
market with a flexible free rate of exchange; in financial 
policy, it indicates limits to the expansion of the money 
supply, goes on to suggest the establishment of a Central 
Bank, and proposes tax reforms; in housing, it is pro- 
moting the establishment of a National Housing Bank; 
in agricultural policy, it proposes to stimulate agricultural 
production and exports, and to introduce more advanced 
techniques in stock-farming; in foreign trade, it aims at an 
increase in the exportable quantum at a realistic exchange 
rate, and with respect to foreign capital, it suggests the 
creation of conditions that will encourage an inflow, by 
means of such measures as an abolition of the limitation 
on remittances abroad. 


In the educational field the programme proposes to 
reduce illiteracy by 1970 to 26 per cent of the population 
aged 7 and over. For this purpose it envisages an increase 


10 A more detailed analysis of this programme is given in chapter 
VII, which describes the recent evolution of Brazil’s economy. 
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in primary school registrations of 330,000 in urban areas 
and 3,300,000 in rural areas, an increase of 1,450,000 
registrations in secondary education, and an increase of 
180,000 in higher education. In the field of health and 
hygiene, it is hoped that 70 per cent of the urban popula- 
tion will have a water supply by 1970. The investment in 
low-cost housing is to be 150,000 million cruzeiros in 
1965 and 225,000 million in 1966. 


(ii) Investment and financing requirements 


The programme estimates that if the marginal capital- 
product ratio is 2.0 and the rate of depreciation is 5 per 
cent of the gross domestic product, the rate of gross 
capital formation will have to be 17 per cent if the product 
is to increase at an annual rate of 6 per cent. If instead a 
capital-product ratio of 2.5 is assumed (and this may be 
more realistic in view of the need for more investment in 
infrastructure), the rate of capital formation needed to 
obtain a 6 per cent increase in the product will have to be 
raised from 17 to 20 per cent. 


The 17 per cent rate represents an investment in 1965 of 
3,200,000 million cruzeiros at 1964 prices and 3,400,000 
million in 1966. The programme sets out in detail a 
consolidation of sectoral plans that covers three-quarters 
of the total investment. This allocates 84 per cent of the 
investment to economic projects and 16 per cent to social 
projects; 30 per cent will go to the energy sector, 27 per 
cent to transport and communications, and 16 per cent to 
industry. Domestic savings is to finance 71 per cent of 
this investment and external savings 29 per cent. Of the 
domestic funds, 68 per cent will be Federal funds, 15 per 
cent State and municipal funds, and 17 per cent will be 
from private sources. 


(iii) Balance of payments 

The programme provides for exports to a value of 
3,109 million dollars for the two-year period 1965-66, and 
imports to a value of 2,905 million dollars; the services 
deficit will be 921 million dollars and the deficit on dona- 
tions 35 million. This will give a deficit on current account 
of 752 million dollars which, added to an expected capital 
outflow for amortization of 1,049 million, will require a 
capital inflow of 1,801 million dollars. It is estimated 
that 70 per cent of this sum will come from loans from 
international financial agencies, 12 per cent from direct 
investment, and the remainder from suppliers’ credits, 
private financial loans and rescheduling of existing loans. 

Of the exports of goods, 52 per cent will consist of 
coffee, and 24 per cent of the imports will be in the form of 
equipment. 


(i) Mexico: Short-Term Plan 

(i) Targets and aims 

This plan was originally drawn up for 1962-64, and was 
subsequently extended to 1965, but is viewed within 
the framework of projections of over-all and sectoral 
growth targets for 1970. For 1963-65 an annual growth 
rate of 5.4 per cent is proposed, which will offset the 
reduction during 1961-62 and thus make possible an 
average of 5 per cent between 1961 and 1965. 


The basic means of raising the product at this rate is to 
achieve a substantial increase in public investment to 
reactivate the economy and stimulate private investment. 
For this purpose the gross fixed investment coefficient, 
which in 1960 was 14.8, has been set at 15.5 for 1965; in 


370 Part THREE. 


Table 373. Mexico: Annual cumulative growth rates 


Historical series 


Projection 
1951-58 1958-61 1962-65 
Final supply . " : 5.8 4.7 5.8 
Gross domestic product ‘ 6.2 5.3 4.5 
Imports of goods and services Su, —0.2 8.8 
Final demand ‘ 5.8 4.7 5.8 
Consumption and inventories 6.4 4.3 555 
Publicta. : a : 7.1 4.9 13.3 
Private . : : 6.3 3.8 4.9 
Gross fixed investment . Bee Si 8.6 
Public 2 ‘ 1.1 9.4 9.0 
Private . : 4.9 2.4 8.2 
Exports of goods and services oy 6.1 4.8 
Gross domestic product, by 
sector® k : - 5 6.3 Se 5.4 
Agriculture . : : ‘ 4.8 3.0 4.5 
Gropsiaae 3 é 5.4 AAG2 4.3 
Livestock : 3 $ 4.4 4.3 4.6 
Manufactures. ; F 5.3 6.8 6.9 
Mining : ‘ : A 3.4 AG 2.6 
Electric energy . 3 ns 9.0 6.6 10.0 
Petroleum . : : : 7A 8.7 6.8 
Construction 5 ‘ 6.7 SA 8.5 
Transport . é 7 ; aot 2.4 5.9 
Trade : ‘ Z ; 5.9 5.3 4.9 
Government 3 ‘ - 4.8 4.8 6.2 
Other : “ ‘ : 7.9 6.4 5.8 


Source: Panel of Nine of the Alliance for Progress, on the basis of 
projections by the Technical Group of the Ministry of Finance and 
the Bank of Mexico. 


4 For the period 1950-58. 
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adequate tax burden, and carrying out economic an 
social reforms. Over the short term the plan proposes a 
increase in public investment that will offset the declin 
in private investment and promote the latter’s recovery 


Imports, public consumption and investment ar 
expected to increase at a higher rate than the produc 
With respect to sectoral growth, manufacturing an 
construction are to increase considerably; the agriculture 
sector’s growth rate is estimated as 4.5 per cent, as agains 
3 per cent for 1958-61 (see table 373). As to final supply 
imports will contribute less than in 1950-52 and 1957-59 
in final demand, there will be an increase in the share o 
consumption and investment in the public sector and i 
exports, while that of private consumption and invest 
ments will be slightly reduced (see table 374). The gros: 
domestic product by sectors indicates a relative declin 
for agriculture and an increase for industry (see tabl 
375). The ratio of sectoral growth to that of the tota 
product is greater than unity for construction (for which | 
notable increase is envisaged compared with the precedin 
period), energy and industry (see table 376). 


Of total public investment, 18 per cent is reserved fo 
social programmes, which cover drinking water an 
sewage systems, housing, health, and education, th 
respective percentages for these programmes being 6, 5 
4 and 3. In addition private investment in housing i 
estimated as three times the public investment. Healt 
programmes will concentrate on the building of hospital 
and health centres, on the malaria eradication campaign 
and on improving sanitation, especially in the rure 
areas; with respect to the urban and rural services, th 
aim is by 1971 to provide drinking water for 70 per cen 
of the urban population residing outside the Feder 


Table 374. Mexico: Structure of final supply and demand 


Average for the three-year period 


Previous Projected 

1950-52 1957-59 1960-62 1963-65 

Final supply. : : : : 100.0 100.0 100.0 100.0 
Gross domestic product _ - ; A 85.4 87.4 89.1 89.1 
Imports of goods and services a : 14.6 12.6 10.9 10.9 
Final demand . ; z 100.0 100.0 100.0 100.0 
Consumption and inventories _ : 7 74.1 76.9 76.3 1S 
Public F F : A ‘ i 3.9 4.3 Sy 6.3 
Private . 5 ‘ : : 70.2 72.7 hg! 69.0 
Gross fixed investment ‘ P : : 15.0 12.6 12.8 13.7 
Public : ; : . : : 6.8 5.0 57 6.5 
Private . ; ‘ 8.2 | T2 A 
BENS of goods and services : . 10.9 10.4 10.9 11.0 


Source: As for table 373. 


particular public investment, which in 1960 represented 
44.4 per cent of total gross fixed investment, will amount 
to 48.2 per cent in 1963-65. 

Over the long term, the projections to 1970 provide for 
a steady growth rate of 5 per cent in the gross domestic 
product during the first period and 6 per cent in the sec- 
ond; this involves increasing the investment coefficient, 
improving the distribution of income, achieving an 


District, and for 50 per cent of the inhabitants of rura 
centres with populations of over 500. 


(ii) Investment and financing requirements 


The plan envisages that in 1963-65 gross fixed invest 
ment will attain an annual average level of 27,200 millio 
pesos of 1963, which will involve an investment co efficier 
of 15.5 per cent of the gross domestic product (th 
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estimated figure for 1962 is 14.2 per cent). Of the total 
48 per cent would be public investment and 52 per cent 
private, which will represent an increase in the contribu- 
tion of public investment in relation to the preceding 
period (see table 377). 


371 


Of the estimated total public investment (an annual 
average of 13,000 million pesos of 1963), two-thirds will 
be financed by public savings; most of the balance will 
be covered by foreign loans and bank loans. Of gross 
private fixed investment, 85 per cent will be financed from 


Table 375. Mexico: Changes in the structure of the gross domestic product 


- Period of the plan ; 
ee prea aot veer ee = Balnate for 

Agriculture . 20.8 17.2 16.5 16.6 15.8 
Industry 5 20.7 23.4 23.8 24.1 24.9 
Mining : : ‘ : , : 25 1.6 1.6 ps} 14 
Energy, petroleum and petroleum products 3.6 4.5 4.5 4.7 5.0 
Construction 4.3 4.5 4.7 4.8 5.0 
Transport 44 4.1 4.0 4.1 4.3 
Trade . 26.5 25.9 26.1 2502 24.5 
Government 3.4 3.0 3.0 3.3 305) 
Other . 13.9 15.9 15.9 15.8 15.8 

ToraL 100.0 100.0 100.0 100.0 100.0 


Source: As for table 373. 


_ Of the economic sectors, the plan allocates the largest 
investment to transport, petroleum, electricity and 
agriculture. In relation to the preceding period there is an 


Table 376. Mexico: Ratio between sectoral growth and the growth 
of the gross domestic product 


(Are elasticity) 


Period 

Previous of the 
Sector plan 

1940-62 1957-62 1962-65 

Agriculture 0.76 0.68 0.79 
Industry 124 1.41 1.17 
Mining . 4 é 0.20 0.26 0.62 

Energy, petroleum and 

petroleum product 1 Pals) Legal 1.25: 
Construction 0.66 1.00 1.38 
Transport 1.05 0.54 1.00 
Trade 1.02 1.00 0.84 
Government . 0.93 1.09 1.56 
Other 1.10 1.34 0.96 


Source: As for table 373. 


_ increase in the share of funds for agricultural develop- 
ment, mainly for new irrigation works and the rehabilita- 
tion of existing district irrigation systems. In addition it 
is proposed to consolidate the common-land (ejido) 
system of land tenure, and to introduce more advanced 
production techniques and more efficient marketing 
methods in this sector; the same applies to farms belong- 
ing to the smallholding system. 


Of the total investment planned, 84 per cent is to be 
financed from domestic savings (40 per cent from public 
savings and 44 per cent from private savings) and 16 per 
cent from external savings. Compared with 1962 there 
will be an increase in external financing and in public 
savings, and a reduction in private savings (see table 378). 


Table 377. Mexico: Selected economic ratios 


Period of the plan 
Base year 
1962 1963 1965 
Investment coefficients 
(Percentage of gross domestic 

product) 

Gross fixed investment . 14.2 14,9 15:5 
Public 6.5 7.3 Tee. 
Private cds 76 8.3 

Savings coefficients 
(Percentage of gross domestic 

product) 14.2 14.9 15.5 

Domestic savings 12.1 12.6 13.1 
Public 5.5 6.0 6.3 
Private 6.6 6.6 6.8 

External savings . Pil 255 2.4 


Source: As for table 373. 


® For 1961-63. 
b For 1963-65. 


Table 378. Mexico: Financing of gross fixed investment 


(Percentage) 
Base Period of the plan 
year 
1962 1963 1964 1965 
Domestic financing 85.3 84.6 84.3 84.5 
Public savings . 38.6 40.3 41.0 40.6 
Private savings. 46.7 44.3 43.3 43.9 
External financing 14.7 15.4 15.7 15.5 


a 


Source: As for table 373. 


Note: Inventories are estimated as about 16 per cent of net fixed 
investment. 
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domestic sources and the remainder from external 
sources (12 per cent by direct investment and 3 per cent 
by credits). 


(iii) Balance of payments 

For the two-year period 1964-65 the plan envisages 
annual average exports of goods and services amounting 
to 22,800 million pesos, whereas imports will amount to 
26,000 million. Thus the deficit on current account is 
expected to be 3,200 million; in addition there will be a 
deficit of 1,200 million pesos on short-term monetary 
and capital flows, so that capital inflows of 4,400 million 
pesos a year will be needed (56 per cent for the private 
sector and 44 per cent for the public sector). 

Goods account for 60 per cent of exports, and tourism 
and border trade for 40 per cent; of the goods exports, 
46 per cent are agricultural and fishery products (with 
cotton accounting for 20 per cent). As to imports, goods 
account for 80 per cent of the total; of the total for goods, 
78 per cent are production goods and 22 per cent con- 
sumer goods (see table 379). 


Table 379. Mexico: Structure of exports and imports 
(Calculated on the basis of values at current prices) 


Statistical data Projection 
1962 1963 1964 1965 
Exports of goods . : . 100.0 100.0 100.0 100.0 
Agriculture and fishery . 50.3 43.5 46.6 46.1 
Mining . ; : tS 77 17.4 1752 
Manufactures . : 5 eyes 19.3 17.9 18.3 
Unclassified . 3 seeded 14.3 12.8 13.4 
Gold and silver : sy ALT: 5.2 5.3 5.0 
Imports of goods . : . 100.0 100.0 100.0 4100.0 
Production goods. . 80.0 Vase 78.1 78.4 
Non-durable. S a ass B35) B3t2 32.6 
Durable ‘ : . 46.9 43.7 44.9 45.8 
Consumer goods é . 20.0 22.8 21:9 21.6 
Non-durable. : 6:8 9.4 9.0 8.8 
Durable 2 ; 1322 13.4 12.9 12.8 
Exports of goods and tourism 100.0 100.0 100.0 100.0 
Goods . : 5 5 IEy/ 60.1 59.5 58.9 
Tourism - : BEES! 39.9 40.5 41.1 
Imports of goods and tourism 100.0 100.0 100.0 100.0 
Goods . ; ‘ . 804 80.3 80.8 80.8 
Tourism . F ‘ 5 REG 19.7 19.2 19.2 


Source: As for table 373. 


(j) Paraguay: Economic and social development flan, 
1965-66 
(1) Targets and aims 


The plan indicates certain characteristic features of the 
situation in Paraguay: its basically agricultural economy, 
its lack of industrial development, its pattern of family- 
owned farms, the abundance of land, the absence of 
mineral resources, the low productivity, the predominance 
of the domestic market, and the transport difficulties, 
both internal and external. 


During 1934-64 the gross domestic product increased 
at an annual average rate of 3.6 per cent, and the popula- 
tion at the rate of 2.5 per cent. In 1934 the per capita 


gross domestic product was 129 dollars, and in 1964 | 
was 196 dollars. The investment coefficient rose from 6. 
per cent in 1934 to 15.7 per cent in 1964, having been a 
high as 19.3 per cent in 1953. During this period th 
agricultural sector generated half the product, industr 
15 per cent and the services 35 per cent. 


The long-term aims of the plan are to increase th 
pace of development and improve the income structure 
its short-term aims are to promote a greater degree 
social productivity, increase production and export: 
and encourage a better allocation of public and privat 
resources. The secondary long-term aims are to rais 
the level of employment, stabilize prices, promote ke 
areas of development, determine urbanization policy an 
ensure total national integration; the secondary short-ter1 


Table 380. Paraguay: Annual cumulative growth rates 


(Percentages) 
Historical Period of 
series the plan Projections 
1950-64 1964-66 1965-70 


Hypothesis I 


Final supply 8.4 6.8 
Gross national product 352% 4.7 Si 
Imports of goods and services 7.6 23.0 10.3 

Final demand 8.4 6.8 
Total consumption ss , 3.0 4.2 Sal 

Public . : : : 6.1 Sa 
Private . P p 5 3.8 5:1 
Total gross investment . : 5.4 22.0 5.9 
Public . : : : 36.0 4.9 
Privates. 5 : - 18.4 6.1 
Exports of goods and services 6.3 14.0 12.8 

Period 

1962-64 

Gross geographical product, by sector 
Agriculture . ¢ : A 3.9 4.9 
Mining 5‘ . ee.) 2.8 
Industry . - F ‘ 6.9 8.5 
Construction é : , 3.4 10.5 
Trade and finance : 3 ly 2.3 
Other services . ‘ : 22, Sheri 
Goods? : E ; P 4.8 6.2 6.5 
Basic services® . : : 5.0 6.7 eri 
General services®. : ; 1.6 2.5 4.2 

TOTAL 3:5 4.9 BH) 
Hypothesis IT 

Final supply. : ‘ ‘ 10.7 7.6 
Gross domestic product 5 5.8 hee 
Imports of goods and services 29.0 9.1 

Final demand z : K 10.7 7.6 
Total consumption ‘ é 5.4 6.9 

iPublicnna. é ‘ : 74 7.0 
Private . é 3 ‘ 5 6.8 
Total gross investment . ‘ 32.0 4.3 
Public . ‘ ‘ A 67.6 —_— 
Private . ‘ . 20.0 5.8 
Exports of goods and services 14.0 12.8 


Source: Technical Planning Office, Propuesta de un plan de desarrol 
econdmico y social para el bienio 1965-66. 


® Gross geographical product. 
Covers agriculture, mining, industry, and construction. 

¢ Electricity, water and sanitation, transport and telecommunication 
Trade and finance, government, housing and other services. 
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aims are to increase government revenue, production and 
exports, and promote the expansion of the domestic 
market to its full potential. 


It is pointed out in the plan that if these aims are to be 
attained the domestic market can no longer continue to 


Table 381. Paraguay: Structure of final supply and demand 


Period of the Plan 
1964 —————————— Projection 


First Second for 1970 
year year 
1965 1966 


Hypothesis I 


Final supply ‘ 7 . 100.0 100.0 100.0 100.0 
Gross national product . 81.2 78.5 EYAL 74.6 
Imports of goods and 

services 3 7 = 418.8 PH Ws) 24.3 25.4 

Final demand . 100.0 100.0 100.0 100.0 

Total consumption® . . 69.8 67.2 64.5 62.1 
Public . : . 10.6 10.6 10.2 9.8 
Private. . : = 9912 56.6 54.3 52.3 

Total gross investment 7 22:8 14.7 16.4 14.1 
Public . 3 E Be, 2.9 4.3 DIT 
Private. F F Od 11.8 12.1 11.4 

Exports of goods and 
services : : lve. 18.1 19.2 23.8 

Hypothesis I 

Final supply . ‘ - 100.0 100.0 100.0 100.0 
Gross national product . 81.2 77.1 74.2 G55 
Imports of goods and 

7 services : ; . 18.8 22.9 25.8 24.5 

Final demand : ; . 100.0 100.0 100.0 100.0 

Total consumption . . 69.8 66.1 63.4 63.8 
Public : 3 . 10.6 10.4 10.0 10.1 
Private. ‘ : a ease) 55.7 53.4 53.7 

Total gross investment el 2.6 16.3 18.2 13.9 
Public . ; : ae 2c 4.5 6.3 Shsil 
Private. ; : 3 AOR 11.8 11.9 10.8 

Exports of goods and 
services : ; el T.4: 17.6 18.4 225 


Source: As for table 380. 


4 The distribution of total consumption between the public and the 
pe sector is assumed to be the same for hypothesis I and hypothesis 


be the driving force of the economy’s growth, since it is 
limited by, among other factors, the small population, 
the low level of income and the transport problems. 
Consequently an outwardly-directed growth has to be 
envisaged, on planned lines, which will not give rise to 
the same difficulties as in other countries where the 
export sector is dynamic but rigid. The lines laid down 
by the plan provide for the maintenance of the present 
structure of agriculture, with no large holdings, but with 
the introduction of more modern techniques; the estab- 
lishment of a technically advanced industry; State 
participation in guiding the process; and the transmission 
to the whole economy of the impetus provided by foreign 
trade. All this calls for a change in the organization of 
agricultural production, the reduction of transport costs, 
a new industrial structure, selectivity in exports, a more 
vigorous educational effort, and a reorganization of the 
public sector. In brief, the plan points to exports as the 
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dynamic factor, on the basis of a specialization of 
agricultural and forestry production. 

Two growth hypotheses are postulated, which differ 
as to the extent of external assistance. The first involves 
increasing the gross national product in 1965 and 1966 


Table 382. Paraguay: Changes in the structure of the gross geo- 
graphical product by sector 


Hyporuesis I 


Period of the plan Estimate 


1962 yh = 

1965 1966 1970 
Agriculture. > 36:8 37.0 37.3 37.1 
Mining . : 5 hb Gtl 0.2 0.1 0.1 
Industry. ‘ . 16.4 17.4 17.8 18.7 
Construction . E233 233 2.6 2.6 
Trade and finance . 21.5 20.8 20.3 19.8 
Other services. & 22:9, 22.3 21.9 21.8 

Goods? . , 5 BBKS 56.9 57.8 58.5 59.4 

Basic services? 5 7 8g) Dal Syl 5.2. 55 


General services? . 39.5 380 37.1 363 35.1 


Tora 100.0 100.0 100.0 100.0 100.0 


Source: As for table 380. 


® Covers agriculture, mining, industry and construction. 
D Electricity, water and sanitation, transport and telecommunications. 
© Trade and finance, government, housing and other services. 


Table 383. Paraguay: Ratio between the sectoral growth rate and 
that of the gross domestic product 


Per 

Historical 
Sector series 1964-66 

1962-64 
Agriculture. : : ‘ 3 4 1.10 1.01 
Mining ; ; ; ; ; , 6.02 0.58 
Industry : 3 : 3 : : 1.91 levi 
Construction . 3 ‘ % P , 0.97 2.10 
Trade and finance . 5 ‘ ; ; 0.47 0.48 
Other services. 4 : A ‘ 3 0.63 0.77 
Goods? . 3 : ; ‘ 3 4 1.34 1.27 
Basic services? 5 : : s 4 1.41 1.36 
General services® . : Z 5 4 0.45 0.52 


Source: As for table 380. 


® Covers agriculture, mining, industry and construction. y Wee 
> Electricity, water and sanitation, transport and communications. 
© Trade and finance, government, housing and other services. 


at an annual cumulative rate of 4.7 per cent compared 
with 1964, with a rise to 5.7 per cent for 1965-70. The 
second hypothesis, based on greater external aid, pro- 
vides for an increase of 5.8 per cent in 1965-66 and 7.2 
per cent in 1965-70. 


During the period of the plan the growth rates of 
imports and investment, especially public investment, 
will be particularly high, especially according to the 
second hypothesis. With respect to individual sectors, 
the rate will be particularly high for construction and 
industry; the rate for agriculture, although no higher 
than that of the product, will be higher than for the 
period 1962-64 (see table 380). Asa result of the different 
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growth rates the structure of final supply and demand will 
change in relation to the preceding period, with a relative 
increase in imports and investment, especially according 
to the second hypothesis (see table 381). The changes in 
the structure of the product by sector will represent a 
relative increase in agriculture compared with 1962, anda 
reduction in services (see table 382). The ratio between 
the sectoral growth rate and that of the gross domestic 
product is greater than unity for construction (with a 
sharp increase compared with the preceding period), 
industry and agriculture (see tables 383 and 384). 


Table 384. Paraguay: Sectoral distribution of investment 
(Percentage of total gross investment) 


Hyporuesis II 


Period of the plan 


—_—_—_—_————__ Estimate 

1964 1965 1966 for 1970 
Sectors of production . a Dae 62.1. 58.8 65.7 
Agriculture and forestry . 24.7 23.7 18.3 21.6 
Industry . : : 5 pPeP 215 21.9 26.4 
Other) 5 . ae 16.9 18.6 17.7 
Basic services® . : 5 LAiYS} PB 28.2 23.4 
Electric energy and water . 6.6 7.2 7.8 BES! 

Transport and 

communications . a Cy 15.9 20.4 18.2 
Other services ; : aie Os: 14.8 13.0 10.9 
Education and health a WO Sal Sul Sy 
Government . : 3 1.0 0.8 0.7 0.4 
Other = , : Ay ee ees) 8.9 ee ES 


TOTAL, gross investment 100.0 100.0 100.0 100.0 


Source: As for table 380. 
4 Includes basic infrastructure. 


As to its social objectives, the plan proposes a gradual 
remedying of the nutritional deficit, with a rise in caloric 
consumption during the two-year period from 2,364 to 
2,606. As regards footwear, the aim is to increase the 
index from 0.6 pair per person in 1962 to one pair in 1970. 
In education it is hoped to increase primary school 
attendance by 88 per cent, and to raise secondary- 
school registrations by 25,200. In housing, the construc- 
tion of 3,800 new dwelling units is envisaged. The health 
programme will aim at reducing infant mortality, 
controlling communicable diseases, especially malaria, 
and providing medical attention for 150,000 children and 
30,000 expectant mothers. It is hoped to extend the 
drinking water supply to 127,000 more people in 1966 
and 116,000 more in 1967. 


(ii) Investment needs 


The total gross investment projected for 1965 and 1966 
amounts, according to the first hypothesis, to 20,000 
million guaranies at 1962 prices, and according to the 
second to 23,100 million (the estimated total for 1964 
was 7,400 million). For 1967-70 the first hypothesis 
assumes an investment of 49,500 million guaranies, and 
the second 54,800 million. Thus the investment coeffici- 
ent, which in 1964 was 15.7 per cent of the gross geo- 
graphical product, is to amount according to the first 
hypothesis to 20 per cent in 1965-66, declining to 18.6 
per cent in 1970, and according to the second hypothesis 
to 22.6 per cent for the period of the plan and 18.2 per cent 
in 1970 (see table 385). 


Table 385. Paraguay: Product-capital ratio and investment an 
savings coefficients 


Period of the plan 
1964 1965 1966 


for 1970 
Hypothesis I 
Product-capital ratio 
Average® . Fi : . 043 0.43 0.43 0.42 
Gross marginal : ._o- 0.28 0.28 0.28° 
Investment coefficients 
(percentage of gross domestic 

product) 

Total gross investment se ety / 18.6 21.4 18.6 
Public . A ‘ ye Se) Bul 5.6 3.6 
Private. : : wy LA 14.9 15.8 15.0 

Savings coefficients 
(percentage of gross 

geographical product) PREY 18.6 214 18.6 

Domestic savings . Sula Ger 13.6 14.0 15.6 
Private : 2 HHO 10.8 10.3 1151 
Public . : ‘ <n 22 2.8 3.7 4.5 

External savings ; ee 5.0 1A 3.0 

Estimate 
1964 1965 1966 for 
1970 
Hypothesis II 
Product-capital ratio 
Average® . : : . 0.43 0.43 0.43 0.43 
Gross marginal ; ss 0.34 0.32° 0.32° 
Investment coefficients 
(percentage of gross domestic 

product) 

Total gross investment lai) 20.9 24.3 18.2 
Public . ; J 5 ERS 5.8 8.4 4.1 
Private. : : . 124 15.2 15.9 14.1 

Savings coefficients 
(percentage of gross 

geographical product) pelos 20.9 24.3 18.2 

Domestic savings. te 32 13.5 4337 14.5 
Private. 5 ; oe a 10.7 10.1 10.3 
Public ; : « 22 2.8 3.6 4.2 

External savings . Seeece 7.4 10.6 37, 
Private. : , Sy Gy 4.7 55 2.0 
Public . : ; ee 0:8 2.7 5.1 AZ. 


Source: As for table 380. 


® Gross-geographical-product/installed-capacity. 
b For 1964-65. 
© For 1964-66. 
4 For 1964-70. 


Public investment, which appears to have been abou 
21 per cent of total investment in 1964, will amount t 
23.4 per cent according to the first hypothesis and 31.: 
per cent according to the second; at the end of the perioc 
its contribution will decline (according to the secon 
hypothesis it will be 22 per cent in 1970). 


With respect to the sectoral structure, the plan esti 
mates that of the total installed capacity, 43 per cent wil 
be devoted to the production of goods, 11 per cent to th 
production of basic services, and 46 per cent to othe 
services. In the two-year period 1965-66, the secon 
hypothesis assumes an allocation of 60 per cent of invest 
ment to the production of goods (the largest share goin; 
to agriculture and industry), 25.9 per cent to basic ser 
vices and 13.8 per cent to other services. It is estimate 
that for 1964 the corresponding percentages were 57, 2 


) 
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and 17, and for 1970 they are projected as 66, 23 and 11 
(see again table 385). 

The plan establishes an average product-capital ratio 
of 0.43, according to both hypotheses; the gross marginal 
tatio for 1964-66 would be 0.28 according to the first 
hypothesis and 0.32 according to the second. 

(iii) Financing 

The investment called for by the plan involves both an 
intensified domestic savings effort and a substantial 
increase in external savings. The coefficient of domestic 
savings in terms of the gross domestic product for 1965— 
66 would be 13.8 according to the first hypothesis and 
13.6 according to the second, and in both cases three- 


Table 386. Paraguay: Financing of gross investment 


(Percentage) 
Period of the plan Estimate 
1964 1965 1966. ‘1970 

Hypothesis I 
Domestic financing 84.3 73.1 65.2 83.8 
Public sector 14.5 ibeyail 17e3 24,2 
Private sector 69.8 58.0 47.9 59.6 
External financing . 15.7 26.9 34.8 16.2 

Hypothesis I 
Domestic financing . 84.3 64.5 56.3 79.5 
Public sector 14.5 Bhs} 15.0 22.9 
Private sector 69.8 Shilo 41.3 56.6 
External financing . 15.7 35.4 43.7 20.5 
Public sector : 4.9 13.0 OT 9.3 
Private sector 10.8 22.4 DZS ile? 


Source: As for table 380. 


quarters of the savings would be in the private sector. 
For external savings the coefficient would be 6.4 according 
to the first hypothesis and 9.0 according to the second 
(see again table 385). External financing would represent 
30.8 per cent of total investment according to the first 
hypothesis, and 39.5 per cent according to the second; 
the magnitude of this increase is indicated by the fact that 
the corresponding figure for 1964 was 15.7 per cent (see 
table 386). 


(iv) Balance of payments 

The plan aims at increasing the capacity to import by 
increasing exports and, above all, by obtaining external 
loans. 


The first hypothesis postulates that during the two-year 
period covered by the plan exports will total 131.7 
million dollars and imports 163.7 million; this difference, 
in conjunction with remittances abroad, will bring the 
deficit on current account to 31.8 million dollars. Gross 
capital inflows will amount to 48.9 million dollars, net 
amortization payments to 10.9 million and the increase in 
reserves to 6.2 million. The second hypothesis also 
assumes exports of 131.7 million dollars, but imports 
would be 180.8 million which, added to remittances 
abroad, would bring the deficit on current account to 
48.4 million dollars. In this case gross capital inflows 
would amount to 71.2 million dollars, net amortization 
payments to 11.9 million and the increase in reserves to 
10.9 million. 
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As regards the structure of exports, the aim will be to 
promote non-traditional exports, raising the level from 
an estimated 20.6 per cent of the total in 1964 to 28.2 
per cent in 1966 and 43.2 per cent in 1970. As to imports 
both hypotheses assume a considerable increase in capital 
goods, from an estimated 36.5 per cent of all goods 
imported in 1964 to 45.9 per cent in 1966 on the first 
hypothesis and 48.6 per cent on the second (see table 387). 


(k) Colombia: Four-Year Public Investment Plan, 1961-64 


(i) Targets and aims 


When the four-year plan was drawn up, the Over-all 
Economic and Social Development Plan had not yet 
been completed, but its basic principles had already been 
laid down. The public investment plan is intended to 
ensure investment adequate to the needs of economic 
and social development, in line with the principles of the 
Over-all Plan, and improve the system of public invest- 
ment. From the technical standpoint certain criteria 
were invoked to make sure that funds were distributed as 
effectively as possible: the first aim was to complete 
projects that were already being carried out, and make 
sure that when future projects were planned resources 
were not spread out over so many projects that there 
would be excessive delay in completing any single one; 
priority was to be given to supplementary works and 
expenditure on facilities for existing works, and provision 
made for maintenance and repairs; and special attention 
was to be devoted to the operating capacity of all public 
bodies. 


(ii) Investment and financing requirements 


In 1959 public investment in Colombia represented 28 
per cent of gross capital formation, and over 40 per cent of 
the total was for transport. 


The plan provides for public investment for the period 
totalling 7,160 million pesos at 1960 prices, on the assump- 
tion that the annual cumulative growth rate would be 
15.3 per cent, and that public investment in 1964 would 
represent 178 per cent of that for 1960. 


Priority is given to social and community investment, 
which was to increase from 21 per cent of all public 
investment in 1960 to 31 per cent in 1964; investment in 
transport and communication, although it was not to 
decrease in absolute terms, would represent only 27.7 per 
cent of the total in 1964 as against 54.4 per cent in 1960; 
and investment in economic services would be stabilized 
in the neighbourhood of 10 per cent, with agriculture 
predominating (see table 388). 


The plan provides for 69 per cent of the investment to 
be financed by domestic funds and 31 per cent by external 
loans. Government revenue is to provide 79 per cent of 
the domestic funds. 


(1) Honduras: National Public Investment Plan, 1963-64 


(i) Targets and aims 

This short-term public investment plan is intended to 
organize and programme the financing of a complex of 
projects, mainly drawn up at an earlier stage, but plainly 
of value to the country’s development. From the econo- 
mic standpoint the aim will be to carry out infrastructure 
works, especially in the field of communication and 


376 


Part THREE. 


Economic Poticy AND PLANNING IN LATIN AMERICA 


energy, essential to inter-communication between differ- 
ent parts of the country and the linking up of all the 
Central American markets. From the social standpoint 


amount to 61.4 million and 64.5 million lempiras res- 
pectively, which will represent 38 per cent of total 
expenditure as against 25 per cent in 1962. 


Table 387. Paraguay: Structure of exports and imports 


1963 


Period of the plan Proiection for 


1964 1970 


1965 1966 
A. Exports 
Hypotheses I and II 

Exports of goods 100.0 100.0 100.0 100.0 100.0 
Meat products 26.2 31.9 28.7 27.0 21.9 
Industrial oils and oilseeds 11.0 9.8 9.3 111 10.0 
Roundwood 9.3 8.8 6.6 55 1:5 
Coffee 8.2 7.0 6.2 5.4 3:5 
Cotton 8.0 8.5 8.5 7.9 7.6 
Tobacco 7.9 6.9 8.7 9.2 8.4 
Quebracho extract 7.0 6.5 6.5 By) 3.9 
Other 22.4 20.6 25.5 28.2 43.2 

B. Imports 

Hypothesis I 
Imports of goods (c.i.f.) . 100.0 100.0 100.0 100.0 100.0 
Consumer goods 20.9 22.8 19.7 16.9 V72 
Durable 4.7 6.8 74 6.9 7.8 
Non-durable 16.2 16.0 12.3 10.0 9.4 
Intermediate goods 22.6 22.4 243 20.4 20.0 
Raw materials 13.8 13.3 13.4 11.0 9.5 
Intermediate materials 8.8 9.1 7.9 9.4 10.5 
Capital goods 31.9 36.5 40.0 45.9 43.5 
Agriculture 44 5.8 8.6 10.2 9.0 
Industry and energy 6.0 9.1 10.4 13.4 11.4 
Transport and communications 12.0 12.0 Sty 15.3 14.0 
Construction 3.9 3.8 2.6 255) Es) 
Other ; 5.6 5.8 4.7 4.5 5.6 
Fuels and lubricants 14.0 15.1 11.0 9.7 13.7 
Other 10.6 3.2. 8.0 The 5.6 

Hypothesis II 
Imports of goods (c.i.f.) . 100.0 100.0 100.0 100.0 100.0 
Consumer goods 20.9 22.8 18.3 15.6 16.8 
Durable AT 6.8 5.2 5.0 5.0 
Non-durable 16.2 16.0 13.1 10.6 11.8 
Intermediate goods 22.6 22.4 20.2 19.2 19.7 
Raw materials 13.8 133 10.2 10.0 9.6 
Intermediate goods 8.8 9.1 10.0 9.2 10.1 
Capital goods 31.9 36.5 42.8 48.6 44.4 
Agriculture 4.4 5.8 8.8 10.3 9.0 
Industry 6.0 9.1 11.4 14.2 11.8 
Transport and communications 12.0 12.0 15.0 16.7 14.4 
Construction 3.9 3.8 De 22 3.4 
Other 5.6 5.8 5.3 5.2 5.8 
Fuels 14.0 Sef 11.4 10.3 13.7 
Other . 10.6 Ey! ef} 6.3 5.4 


Source: As for table 380. 


the purpose is to improve the education and health 
services. 


The main goal of the plan is to achieve for public sector 
development a given level of investment and current 
expenditure. A total public expenditure of 158.3 million 
lempiras is proposed in 1963, and 173.6 million in 1964. 
This will raise the contribution of public expenditure to 
the gross domestic product from 12 per cent in 1960 to 
18 per cent in 1964. But in addition to this increase in the 
total of public expenditure, there will be a change in its 
structure, since in 1963 and 1964 capital expenditure will 


(ii) Investment and financing requirements 

The sectoral targets have been established in terms of 
the specific investment projects available, and the pro- 
jections originally made for the Four-Year Plan. Of the 
total investment, 72.6 per cent is allocated to communi- 
cations, energy, education and health (table 389). In 
particular, 35 per cent of the total will go to three pro- 
jects, the Western road (16,993,000 lempiras), the 
Cafiaveral energy project (14,313,000 lempiras) and a 
pulp and paper plant (12.7 million lempiras). These 
projects, plus the Puerto Cortés expansion, the extension 
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of the telecommunication system, the improvement of the 
Tegucigalpa water supply, the building of two hospitals, 
and the funds allocated for land reform and school 
construction, together account for 62 per cent of the 
total investment. 


provided from the Panel of Nine, in their evaluation of 
the plan, recommended the issuing of a domestic loan; 
if this is done, the public debt will increase from 9.8 per 
cent of the gross domestic product in 1962 to 15 per cent 
in 1963 and 20.4 per cent in 1964. 


Table 388. Colombia: Functional distribution of investment under the four-year plan 


(Percentage) 
1960 1961 1962 1963 1964 
General services : ‘ : 0.8 1.9 1.9 1.9 pe 
Police and forces of public order . 0.44 ies) 1.3 1.3 1.4 
Defence 0.36 0.6 0.6 0.6 0.8 
Economic services 5.4 10.0 11.1 10.2 9.7 
Agriculture and forestry 4.3 yao 8.6 8.6 8.2 
Mining ; 0.1 0.1 0.1 0.1 0.1 
Industry 0.5 2.1 1.9 1.0 1.0 
Other : 0.5 0.6 0.5 0.5 0.4 
Energy : 4 : . 8.6 7.6 7.4 7.8 8.1 
Transport and communications 54.4 42.1 33.1 31.7 2 be 
Cultural and social services 13.2 16.3 17.8 19.5 21.9 
Education and culture 1.8 53 5.9 6.4 7.6 
Public health 2.0 3.8 4.1 4.2 4.1 
Housing Z 94 TZ 7.8 8.9 10.2 
Community services 7.8 7.8 8.9 8.7 9.1 
Sanitary services 6.6 6.5 Te 7.4 7.9 
Other community services ile? 1.3 1.4 1:3 ee 
Miscellaneous 9.8 14.3 19.8 20.2 21.3 
ToraL 100.0 100.0 100.0 100.0 100.0 


Source: National Economic Policy and Planning Council, Office of Planning and Technical Services, 
Plan cuatrienal de inversiones puiblicas nacionales, 1961-64, p. 52. 


Just as the outstanding feature in the investment field 
is the large increase in public expenditure, in financing it 
is the high percentage of external savings which are to 
increase to 46.0 million lempiras in 1963 and 51.7 million 
in 1964; this represents 77 per cent of the investment 
proposed. 


Table 389. Honduras: Structure of public investment 


(Percentage) 

1963 1964 

Transport and communications 39.2 40.3 
Electric energy 22.4 3.0 
Agriculture 6.1 9.6 
Education 12.4 8.1 
Health 9.7 12.9 
Housing F ; z ‘ 4.1 5.4 
Public sector industrial project 0.5 16.2 
Local government : : 5.5 4.5 
TOTAL 100.0 100.0 


Source: National Economic Council, Plan Nacional de Inversiones 
Piiblicas, 1963-64. 


Despite the external contribution, there will be an 
unfinanced deficit of 18.3 million lempiras in 1963 and 
20.7 million in 1964. To cover this, the Ad hoc Committee 


(m) Peru: Public investment programme, 1964-65 


(i) Targets and aims 

The public investment programme is drawn up within 
the framework of the analysis of the social and economic 
situation in Peru prepared by the National Planning 
Institute. Its main features are that it is based on pro- 
jections to 1970, it will aim at increasing the productivity 
of public works, it will include both projects and draft 
projects, four fifths of its cost will be financed from 
domestic funds, and the main limiting factor will be the 
volume of funds already committed at an earlier stage. 

Between 1950 and 1963 Peru’s economic growth rate 
averaged 5.3 per cent; in particular, in 1959-63 the rate 
was 8.1 per cent (with a per capita rate of 5.2 per cent). 
This increase was due largely to the production for 
export of the copper, iron and fishing industries. The 
public investment programme proposes an annual 
cumulative growth rate of the product of 7 per cent, 
which will mean raising the gross domestic investment 
coefficient from 22.6 per cent in 1963 to 26 per cent in 
1970; this increase applies particularly to the public 
sector, which is to contribute nearly 30 per cent of gross 
domestic investment (as against 23 per cent in 1963). 


(ii) Investment and financing needs 

The programme has laid down financial bounds, that is> 
the total funds available from the public sector for the 
financing of current expenditure for development and 
public investment. This total was arrived at by deducting, 


378 Part THREE. 


Economic Poxticy AND PLANNING IN LATIN AMERIC: 


from total public revenue expenditure on general services, 
interest and amortization payments on public debt and 
inputs of goods and services of State enterprises. 

In allocating the funds it was taken into account that 
the investment programme was largely predetermined by 
earlier undertakings, and that most of the works involved 
would be neither begun nor completed in 1964 or 1965. 


in the programme is for social projects, and one-third fo 
economic projects. The bulk of the funds for socia 
purposes will be for education, and for economic purpose 
the bulk will go to agriculture and to transport anc 
communications. Of the total current expenditure o1 
development 90.5 per cent will be for social projects (se 
table 390). 


Table 390. Peru: Public expenditure on development promotion under the public 
investment programme 1964-65 


(Millions of soles of 1964) 


Current 


expenditure A Financial 

ae bay patie aanesinieny Total Percentage 
A. Economic sectors 1,626.0 8,561.9 Ybiby key 10 bar bys 35.5 
Agriculture. 5 : : 1,277.0 2,431.3 1,023.5 4,731.8 14.8 
Industry and mining . : é _ 1,793.3 134.0 1,927.3 6.0 
Electricity ‘ . : = ; — 1,602.3 — 1,602.3 5.0 
Transport and communications . — 2,279.8 —_ 2,279.8 7.2 
Other : ; 349.0 455.2 — 804.2 25 
B. Social sectors . . 15,581.0 4,734.0 30252056175 64.5 
Education 6,697.0 1,159.0 — 7,856.0 24.6 
Health 3,252.0 1,467.9 — 4,719.0 14.8 
Housing : ; , 363.0 2,107.1 302.5 2,772.6 8.7 
Labour and social security 5,269.0 — — 5,269.0 16.4 
TOTAL 17,207.0 13,295.9 1,460.0 31,962.9 100.0 


Source: Public investment programme, 1964-65. 


Gross 


At the end of 1963 the works in progress involved the 
commitment of 80 per cent of all funds available for gross 
capital formation in 1964. 

In distributing public expenditure within the financial 
limits referred to, the programme allocates 52 per cent 
of the funds to current development expenditure, 42 per 
cent to gross capital formation and 6 per cent to financial 
investment. 

Nearly two-thirds of the public expenditure envisaged 


The programme will be financed 79 per cent fron 
domestic sources and 21 per cent from external sources 
External funds are to finance 39 per cent of the gros 
capital formation of the public sector, and all its financia 
investments; of the total expenditure on industry an 
mining, 77 per cent will be contributed from externa 
sources. In the social sectors, where current expenditur 
is the largest item, the external contribution will amoun 
to only 10 per cent. 


D. APPLICATION OF THE PLANS 


1. GENERAL 


Although the Latin American countries have already 
begun to work out their plans, systematic application of 
planning is very recent, and progress from this standpoint 
is somewhat slow. Consequently it is apposite to refer 
here to some of the main defects or difficulties that stand 
in the way of establishing planning systems, although it 
should be noted that the aim here is not to attempt any 
evaluation of how far the plans are being fulfilled; such 
an evaluation would require more relevant information, 
and would involve going into not only internal problems, 
but also external matters relating to programmes of 
financial co-operation and technical assistance. This 
comment should be borne in mind in reading the follow- 
ing remarks, based on recent experience: 

(a) In general the planning systems are directed to the 
drafting of the text of a plan, but there has not been 
sufficient progress in working out the machinery for its 


application, and there is often a lack of liaison betwee 
the agencies that prepare the plan and those that decid 
on specific measures of economic policy. This defect it 
the system, already noted above, is one of the mait 
obstacles that prevent the general policy aims laid dow: 
in the plan from being translated into government action 

(b) Priority has been given in the planning process t 
the preparation of an over-all medium or long-term plan 
and the planners rarely go on to draw up an annua 
operational plan specifying the measures of policy in thi 
fiscal, monetary, credit, tariff, exchange and wage field 
that are to be applied in executing the plan. 

(c) In general the plans provide an abundance o 
macro-economic projections, but progress is very slow it 
the identification and preparation of specific investmen 
projects, and this is a severe handicap to the execution o 
the plans once they have been drawn up. 

(d) It often happens that the actual targets establishec 
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for the external sector are over-ambitious in relation to 
the practical possibilities. This applies mainly to new 
export items, and sometimes also to import substitution. 
This comment is of course closely connected with the lack 
of a specific analysis of economic and trade policy decis- 
ions and the failure to work out the related investment 
projects. 


Figure LVII. Latin America: Ratio of targets proposed in the plans 
to actual economic growth 


(Annual growth rate of the gross domestic product) 
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Source: The targets proposed in the plans were obtained from the 
development plans of the country concerned, and the actual rates from 
official estimates based on the national accounts. 


(e) Much the same applies to the public sector. Here 
the fiscal reforms proposed in the plans are subject to 
long delays, and the expansion of current expenditure is 
usually in excess of what is planned. 

(f) In most cases the institutional reforms are not 
carried out with the speed called for if the targets are to be 
attained. Reforms in the field of taxation, land tenure, 
education and administration are taking a long time to 
get under way, and in many countries have only now 
achieved the stage of the enabling legislation. 


2. OVER-ALL GROWTH TARGETS 


Too little time has elapsed, and too many defects and 
obstacles have arisen in the planning process (such as 
those indicated above), to permit the establishment of 
any strict relation between the targets laid down in the 
plans and what has in fact been achieved. Moreover, such 
a comparison would have to take into account a variety of 
factors that have affected the situation, as well as ques- 
tions relating to the form of operation of external finan- 
cial co-operation. Even in the ten-year or medium-term 
plans the annual growth rates represent an average or a 
general trend, and do not necessarily coincide with those 
of the first years when the plan is supposed to be applied, 
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since account has to be taken of periods of maturation of 
investment, especially in regard to infrastructure, and 
also the time that may be needed for the institutional 
reforms envisaged as the basic condition for subsequent 
development. Moreover, in comparing plans with 
achievement, it should not be forgotten that there may be 
errors in the statistical estimates of the national accounts 


Figure LVI. Bolivia: Ratio of targets proposed in the plans to 
actual economic growth, 1963 and 1964 


(Annual growth rate of the gross domestic product) 
NATURAL SCALE 
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Source: For the targets proposed: Plan Nacional de Desarrollo 
Econémico y Social, 1962-71. For the actual rates: ECLA, on the basis 
of official statistics. 

® Average rates for the period 1958-66. 


used in making the comparison. Nevertheless, certain 
general conclusions can be reached on the basis of analyses 
of recent experience: 


(a) Generally speaking, the estimated annual growth 
rates, in terms of the increases in the domestic product 
that are either specified or implicit in the projections of 
the development plans, are higher than those actually 
attained, although in some cases the two rates are very 
close (see figure LVII). 
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(b) Similarly, there are significant differences in the 
growth rates by sector, although these sometimes offset 
one another in terms of the total product (see figures 
LVIII to LXII). 

(c) The investments actually made are generally fairly 
close to the totals proposed in the plans, although in 
Bolivia and Colombia they were appreciably lower. 

There are also considerable differences between the 
plans and the achievement in terms of investment by 


Figure LIX. Colombia: Ratio of targets proposed in the plans to 
actual economic growth, 1963 and 1964 


(Annual growth rate of the gross domestic product) 
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Source: For the targets proposed: Plan General de Desarrollo 
Econémico y Social, 1961-70. For the actual rates: ECLA, on the 
basis of official statistics. 

® Average rates for the period 1959-64. 


economic sector, and as divided between the public and 
private sector. 

(d) The over-all export and import figures proposed 
in the plans are not very different from the actual figures. 
However, it should be noted that the comparisons are for 
years that had already partly elapsed when the plans 
were issued, or that represented the immediate future. In 
addition there are considerable differences in terms of the 
individual figures for particular items. 

There now follows a comparison of the growth rates, 
in terms of the domestic product, projected in the plans 
and those actually recorded, according to the estimates in 
the national accounts of each country. 


In Bolivia the ten-year plan proposed an annual pro- 
duct growth rate of 9.1 per cent, reduced in the two-year 
plan to 6.0 per cent; in 1962 the rate was 4.1 per cent, 
and in 1963 it was 6.2 per cent, a rate which appears to 
have been maintained in 1964. 


The Colombian plan laid down an annual rate of 5.7 
per cent as the average for 1959-64; the rates actually 
attained were 5.0 in 1962, 3.5 in 1963 and, on the basis of 
incomplete data, between 4.5 and 5.0 per cent in 1964. 


Figure LX. Chile: Ratio of targets proposed in the plans to actual 
economic growth, 1963 and 1964 


(Annual growth rate of the gross domestic product) 
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Source: For the targets proposed: Programa Nacional de Desarroll 
Econémico, 1961-70. For the actual rates: ECLA, on the basis o 
official statistics. 

® Annual rates. 


Chile’s plan projected a rate of 5.2 per cent in 1962 anc 
1963 and 5.5 per cent in 1964; the actual rates were 6.5 
per cent in 1962, 1.7 in 1963, and an estimated rate ot 
between 4 and 5 per cent for 1964. 

Mexico’s short-term plan for 1962-65 lays down <« 
growth rate of 5.4 per cent, whereas in fact the rate was 
6.3 per cent in 1963 and over 9 per cent in 1964. 


Venezuela’s plan proposes a rate of 7.9 per cent fo: 
1963-66; the actual rate was 5.9 per cent in 1963 and 7.¢ 
per cent in 1964, according to provisional estimates. 
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igure LXI. Mexico: Ratio of targets proposed in the plans to actual 
economic growth, 1963 and 1964 


(Annual growth rate of the gross domestic product) 
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Source: For the targets proposed: Plan de Accidn Inmediata, 1962-65. 
For the actual rates: ECLA, on the basis of official statistics. 

® Average rates for the period 1962-65. 

1 Includes electricity, gas and water (in the actual rate). 


Figure LXII. Venezuela: Ratio of targets proposed in the plans to 
actual economic growth, 1963 and 1964 


(Annual growth rate of the gross domestic product) 
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Source: For the targets proposed: Plan de la Nacion, 1963-66. 


For the actual rates: ECLA, on the basis of official statistics. 
® Average rates for the period 1962-66. 
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